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THE PUBLIC DOMAIN. 


The Secretary of the Treasury states in his last report that the 
sales of public land for the last fiscal year amounted nearly to ten 
million dollars. These figures are full of meaning, They mean that 
a large number of persons, most of whom probably never owned 
land before, are now landowners. Twenty-six millions of acres were 
sold during the year. Supposing that each quarter of a section con- 
stitutes a farm, the increase has been more than 160,000 during the 
year. A small portion of the public land went to the railroads, but 
nearly all has been taken up by persons whose long dream has been 


a farm and a home of their own. 

Dakota has been the principle center of attraction this year. Over 
eleven millions of acres have been sold to settlers in that territory 
during this period. The next largest number of acres has been sold 
in Nebraska, the total being three millions. In addition to lands 
thus occupied by settlers, the railroad companies owning land-grants 
have parted with a very considerable portion. 

Nothing adds more to the perpetuity and security of our country 
than the permanent settlement of the land. A landholder is a con- 
servative person. The security of France is to be found in the 
country, not in the city. The country population own the soil, they 
have a direct interest, therefore, in the maintenance of the Govern- 
ment, public economy, and peace. War is their enemy, and increased 
taxation is regarded with disfavor. In the Cities all this is changed, 
the population having no interest in the soil, and no taxes to pay, 
are eager for a different state of things. Commotion and war and pub- 
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lic expenditure best suit their aims and interests. This truth is ex- 
emplified in our own country. The settlement of the land is a sure 
guarantee of prosperity, security and peace. The landowner does not 
wish to be disturbed. He does not wish to go to .war or to have 
his taxes increased. It may be that he is not always so strongly in 
favor of public improvements as he ought to be, but he does not 
hesitate to support a well-ordered Government. 

Within a few years companies have been formed for the purchase 
of vast quantities of the public domain. Individuals are also doing 
the same thing. Congress cannot act too quickly to prevent this 
acquisition of any considerable portion of land by a single indi- 
vidual or corporation. One easy method of prevention is to increase 
the rate of taxation on all tracts of land owned by individuals or 
corporations exceeding a certain number of acres. Congress should 
jealously guard the landowner and prevent the consolidation of the 
little farms into great estates such as are now seen in Great Britain, 
which, though beautiful to the eye, may prove in the end the ruin 
of England herself. 

The bottom difficulty of the Irish question is, that the land- 
owner and land-occupier is not the same person. There never can 
be peace for Ireland until the land-occupier is the landowner. 
Moreover, if the great landed estates in Great Britain are not di- 
vided peaceably after making due compensation to the owners, the 
Irish difficulty will surely spread to English soil. The only way to 
prevent an English question of the same character as the Irish 
question, only more vehement, more vexatious, and more disastrous 
in the end, is for Parliament to undertake the work suggested by 
John Stuart Mill, when a member of that body, to purchase the 
lands at a fair price from their present owners, and divide them 
up and sell them in small parcels to whoever might want them, 
It is a cause for rejoicing that we have so large and goodly an 
inheritance. Congress cannot act too soon to protect it for the 
present generation and for future ones. Already has that es- 
tate been sadly impaired in some places by disafforesting it. This 
evil should go no further. Laws should be made to regulate the 
cutting down of the trees, similar in their nature and operation to 
those existing in some countries of Europe. So too, we repeat, 
should Congress jealously guard against the creation of enormous 
landed estates. By doing these things that body would deserve well 
of the country. The public domain is our best and greatest source 
of wealth and happiness, and Congress should promptly act in tak- 
ing all needfui steps to preserve its value. 
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BANK EXAMINATIONS. 


The Comptroller of the Currency, in his excellent report, has 
made some very timely remarks on the subject of bank examina- 
tions. An account is given of the instructions under which ex- 
aminers act, how they are conducted, and their worth. He says that 
it has been customary from the beginning of the National banking 
system to have regularly appointed examiners visit each bank at 
least once a year, and in many cases much more frequently. The first 
general instructions to examiners. were prepared and issued by the 
present Secretary of the Treasury. These have been revised from 
time to time. Statutory enactments have been made, but most of 
the regulations guiding examiners have been prepared by the Comp- 
troller of the Currency, and are the direct outgrowth of experience. 

The Comptroller states further that this official inquiry into the 
affairs of National banks does not end with the mere inspection of 
the cash, bills receivable, books, and accounts of the association, 
but extends to a scrutiny of the business transacted. The investiga- 
tion also covers the standing of persons employed by it, besides 
ascertaining, so far as possible, the nature of the loans of the bank, 
and the losses, if any, that have been, or are likely to be sus- 
tained. 

The examiner is also instructed fo ascertain how frequently the 
board of directors meet together to consult in relation to the af- 
fairs of the bank, and to discover, if possible, any malfeasance in 
office or willful neglect of business on the part of the management ; 
and is, moreover, particularly instructed to report to the Comptrol- 
ler whether any excessive accommodations are granted, and to note 
if the officers of the bank are borrowing largely from the associa- 
tion; to ascertain the customary state of the lawful money reserve 
by examining the daily statements for some time previous to the 
examination; whether or not the bank borrows money to loan again; 
and, in short, to discover and report to this office all violations of 
law of whatever character. 


The reports of the examiners are sent to the Comptroller, who 
carefully reviews them, and if any cases of violation of the law are 
found, the directors of the bank are immediately informed, and re- 
quired to correct the same. The general public, says the Comptroller, 
does not understand the amount of labor performed by the exam- 
iners of National banks. Notwithstanding their vigorous inspection 
and vigilance, no laws or system of examination will prevent dis- 
honest men from keeping false accounts and rendering untrue state- 
ments, and sometimes from concealing evidences of their fraud. 
“The surest preventive,” he says “is to have honest, active and 
competent boards of directors. A rogue or dishonest man who ac- 
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quires the confidence of his associates to such an extent that he 
can appropriate the funds of the bank to his own uses, without 
the knowledge of the board of directors, can have but little trouble 
in deceiving an examiner and of hiding his peculations from him.” 
These remarks, and others which follow, have led many newspapers 
to conclude that bank examinations are worthless. Indeed some of 
them have not hesitated to express the opinion that depositors 
would be safer against fraud if these examinations were not made, 
because in that event, they would look out for themselves. Now, it 
is said, bank examinations lull depositors and stockholders to sleep. 
If abolished, they would exercise greater vigilance. Those who utter 
these criticisms have but little or no knowledge of the nature of 
the banking business. Nothing is easier than to criticize, especially 
if the critic does not know much about the nature of the thing 
criticized. Financial critics have always been numerous, yet, doubt- 
less, most of them have had only the crudest ideas concerning 
finance. Many of the newspaper critics who find fault with bank 
examinations do not know what a bank really is. If they did 
know, they would not manifest such an apostolic readiness to exhort 
and rebuke. 

Though the business of banking is a very simple one, that of 
receiving, paying and loaning money, yet a large institution has 
many accounts, handles an enormous sum of money, and presents 
many temptations to the wrongly-inclined, while detection, even in 
the best organized and carefully-guarded banks, is not always easy. 
For it must be remembered, that beside the bank examinations, 
every well-organized bank is continually examining on its own ac- 
count, and devising ways of preventing fraud. Bank examinations 
are in reality supplemental to those conducted by the banks them- 
selves. If the former were abolished, it is doubtful whether the 
banks would be more vigilant than they are now, for they exercise 
all the care and wisdom born of long experience. But the truth is, 
the very nature of the business itself is one of confidence which 
cannot by any possibility be eliminated. It may be narrowed some- 
what, but when a man deposits his money with a bank, he re- 
poses confidence therein, that in due time and on proper demand 
it will be returned to him. No system of banking can possibly be 
devised to change that element of faith into anything else. Thus 
placed, it will sometimes be abused, and the only way to guard 
effectually against it is not to organize and maintain a bank at 
all. 

The fact, however, should not be forgotten, that the bank fail- 
ures are very few in comparison with the total number of banks, 
and the losses are comparatively slight considering the vast amount 
entrusted to their care. There are nearly twenty-seven hundred 
National banks in our country. The loans and discounts are more 
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than $1,200,000,000. Yet during the year ending November ist, 
1884, only eleven National banks have failed, while more than one 
hundred other banks and bankers have failed during the same pe- 
riod. Considering the amount of money handled by them and 
other persons and business corporations, the record of banking, with 
respect to honesty, is a good one. Of course, every man ought to 
be honest, yet when all the surroundings and temptations are con- 
sidered, it is just to say that the National banks have as fair a 
record as any other class of business institutions in existence. 

The newspaper critics, we repeat, who denounce bank examina- 
tions have little or no idea of a bank. Suppose, for example, that 
a bank examiner should attempt to investigate the affairs of any 
large National bank. There are certain things which he can find 
out without very much difficulty. He can find out, for instance, 
whether the actual cash on hand corresponds with the record of 
same. But suppose he wishes to find out whether that provision of 
the law which forbids a bank loaning more than ten per cent. of its 
capital to any depositor has been observed. How must he proceed? 
He calls for the statement of loans, and the notes discounted. The 
record and notes may show that the law has not been violated, and 
yet nothing is easier than to violate it, for if the bank were de- 
sirous of doing so, it could put the discounts under fictitious names, 
and the bank examiner would not know unless he went to the 
trouble of summoning before him or making inquiries of every 
borrower as to the exact sums borrowed. That would be the only 
way to find out whether the bank actually loaned to the persons, 
and the amounts represented by its books. But this task would be 
an exceedingly difficult one. 

Several years ago a bank examiner in the West suspected that 
the cashier of a certain bank was managing it in an irregular man- 
ner, and he visited it frequently and unexpectedly, yet was unable 
to detect any irregularity. Again and again he visited the institu- 
tion, and was unable to detect the slightest trace of fraud. Finally, 
one evening, despairing of ever finding out anything, but believing 
that the cashier was dishonest, he called an assistant of the bank 
into his room and informed him of his suspicion. He told the as- 
sistant that he was unable to detect any fraud, yet confidently be- 
lieved that it existed, and further added that if, after this warning, 
fraud did exist and was finally discovered, he would suffer unless 
he now told the examiner about it. Moved by this sharp represen- 
tation of the situation, the assistant acknowledged that the cashier 
was conducting the affairs of the bank irregularly, and then ex- 
plained his mode of doing it. It was very simple. It consisted 
simply of writing on the depositors’ book the exact amounts de- 
posited, but entering on the bank books a smaller amount. This 
was done in the cases of such depositors as suited the purposes of 
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the cashier, and as the number was not large, the cashier could 
easily, by means of a private book of his own, keep a true account’ 
of the fraudulent and real transactions. Whenever a depositor, for 
example, wished to close his account the cashier would give him 
the true amount, and would forthwith change the account of some 
other depositor, and thus the fraud was successfully carried on for 
several years. Now, if the examiner had summoned the depositors 
of the bank and compared their books with the bank books, of 
course the fraud would have been exposed, but to do this would 
have been a slow task. This illustration ought to suffice to show 
the difficulties attending a bank examination; the practical impos- 
sibility of ever making a bank examination complete. All that a 
bank examiner can do is to make searches in certain directions and 
inquiries, and in conducting these, if any fraud or error exists, he 
may find it. And he is just as apt to find it as to miss it;. but, as 
the Comptroller remarks, if a bank officer endeavors to perpetrate 
a fraud, and has behind him a board of directors who are figure- 
heads, or who pay little attention to the affairs of the bank, it is 
quite easy for him to succeed in his purpose. 

We trust that our newspaper brethren will not complain if they 
have been put under a short fire of criticism. They must write 
something, and criticism is perhaps the easiest thing in which they 
can indulge. In many cases, doubtless, it is harmless, but we fear 
that their criticism in this direction is likely to do harm, to keep 
people awake o’nights, and to prevent them from listening with 
accustomed ease to the Sunday sermon. Now, suppose we should 
retort on the newspapers, and say that, inasmuch as your concatena- 
tions on bank examinations show that you know nothing about 
banks, therefore it would be well to do away with newspapers, would 
not our remark be quite as deserving of consideration as yours con- 
cerning the wisdom of doing away with bank examinations? It is 
admitted that banks are not perfect, and cannot be. While we 
are in our present evil state as individuals, the banks will be im- 
perfect too. Carlyle says, somewhere, “Given a set of knaves to 
produce a united honesty of action.” Now a bank, after all, is only 
an organization of men, and is it to be supposed that the men 
thus united are to conduct themselves in a very much better way 
than they would if acting singly? The character of _ banks, 
so to speak, averages well, but as for always minding their own 
business and abstaining wholly from wrong, that cannot be ex- 
pected rationally of them until men become thoroughly regenerated. 
To maintain, therefore, that because bank examinations are imper- 
fect, they should be abolished, is quite as foolish as to conclude that 
because newspapers make blunders daily they should cease to exist. 
They are of some account, notwithstanding their blunders. They 
would be worth far more to us if their blunders were fewer- 
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Newspapers are not perfect, nor is perfection expected of them; 
yet we should be thankful for what we have, and perhaps rejoice 
because they are no worse. 

We are more inclined to indulge in this short lecture to the 
newspaper fraternity because we have endeavored to instruct them 
before on this subject, and yet they retain all their original hard- 
ness of heart. They manifest great reluctance to see the light. Of 
course there are many exceptions. It is to be sincerely hoped that 
the erring ones will endeavor to find out more carefully what a 
bank is before continuing their senseless criticisms on bank exami- 
nations. Of nothing are we surer than that, if they knew more 
about these institutions, their criticisms would display greater intel- 
ligence and less harshness. 


GOVERNMENT ESTIMATES AND APPROPRIATIONS. 


A law of Congress provides that the heads of the several execu- 
tive departments shall furnish to the Secretary of the Treasury by 
the first of October each year their annual estimates for the public 
service, which are included in the book of estimates prepared by 
law under his direction. This book is transmitted to Congress at 
the beginning of each session. Although the law is a good one, it 
is in some respects disregarded. The practice has grown of not 
completing the estimates by the time named and of sending in sup- 
plemental ones to the Appropriation Committee at a later period. In 
order for a committee to act intelligently in recommending appropria- 
tions it should have a full knowledge at the outset of the entire’ 
requirements of the several departments. If, however, the practice of 
sending in supplemental estimates be continued, it is quite evident 
that the committees when considering the original estimates are act- 
ing more or less in the dark. This neglect on the part of the sev- 
eral departments had become so annoying, that Congress last year 
inserted in the deficiency appropriation bill, a provision to the effect 
that thereafter all estimates for appropriations and all deficiencies 
therein, intended for the consideration of committees of Congress, 
should be transmitted to Congress through the Secretary of the Treas- 
ury and in no other manner, and that he should first cause the same 
to be properly classified, compiled, indexed and printed under the 
supervision of the Chief of Warrants and Estimates. This was a 
needful and judicious reminder to the departments to conform their 
action to the requirements of the law as stated in the beginning. 
We can readily understand the annoyance and difficulties of an Ap- 
propriation Committee in proceeding without a full knowledge of 
the situation of the several departments. | 
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One other change, in our judgment, merits the consideration of 
Congress. It has been the practice for many years to refer all 
recommendations for appropriations to the Appropriate Committee, 
which has reported whenever it saw fit. Generally, the most im- 
portant bills are reported shortly before the close of a session and 
when only a very brief space of time is left for their consideration. 
The consequence is that the bills are hurried through without 
proper examination, relying on the faith of the Committee that they 
are all right. The Appropriation Committee acts on the theory of 
reporting the bills from time to time during a lull of other busi- 
ness, and thus fitting them into the legislation of the session with 
the greatest economy of time. The practice, however, as just re- 
marked, is very different. The Committee retains these bills until 
pretty nearly the last moment, and then reports them and rushes them 
through the House. The Senate lingers a little longer over them, 
but their consideration even by that body is very hasty and imperfect. 

Would it not be well to require these appropriation bills to be 
reported, say after thirty days from the beginning of the session, 
and to have precedence over all other bills until they receive the 
sanction of the two houses? If such a rule were adopted, the first 
thirty days would be free to devote to any measures of pressing 
necessity, and after the disposition of these, the appropriation bills 
would be taken up and duly considered and passed. Thirty days 
ought to be sufficient time to prepare appropriation bills, and 
having reported them, their consideration would then proceed in an 
orderly and regular manner. If such a method existed, all the 
items would be considered with much greater care than they are 
now. The Government has such abundant resources that appropria- 
tions are often made with little thought, but the good of the coun- 
try requires that the expenditure of the National income should 
be made in a more intelligent and considerate manner. Now, if 
these appropriation bills had precedence over all other measures, 
they would be considered by Congress with that care which their 
nature demands. The whole country would become rapidly edu- 
cated to the nature of these bills. The items would be carefully 
scanned by the press and the people. Copies of these bills would 
be distributed widely, individuals would have abundant opportunity 
to study them, and the result of the study and scanning of these 
bills would be the discovery of some at least of the many .manifold 
jobs in them, and their elimination and the saving of millions of 
money. This suggestion we respectfully recommend to the consid- 
eration of our legislators. The great question of the future with 
respect to our National legislation is the wise and honest expen- 
diture of the National income. No subject is of greater importance. 
The economical expenditure of it is required by every motive of 
honesty and prudence. To institute a rule of this kind would re- 
dound to the public good and yield no harm to any public interest. 











AMERICAN SHIPPING. 


AMERICAN SHIPPING AND THE SOUTH AMERICAN 
TRADE. 


The Secretary of the Treasury, in his recent report, has some 
recommendations of great interest concerning American shipping. 
Although a stout free-trader and disbeliever in subsidies, he is in- 
clined to make an exception in favor of American shipping, and 
without expressly stating in what manner the offer should be granted, 
is, nevertheless, clearly of the opinion that Congress ought to do 
something in the way of a money remuneration to stimulate our 
shipping interest. It is well known that foreign nations, for a long 
period, have granted bounties to ship-owners. Although our country 
is clearly committed to the doctrine of protection to those who toil 
on land, it has been very slow to extend this doctrine to those 
who navigate the sea. Public interest in this matter has been di- 
vided without reasoning. We will not maintain that it is just as 
important to build ships and to employ them as it is to stimulate 
the increase of factories. It is, nevertheless, exceedingly important 
to have lines of communication with other parts of the world. It is 
hardly worth while to state the reasons why American shipping has 
fallen to so low a point. The vital question is whether the time 
has not come to increase their number, and to follow the policy 
of other nations by opening lines of communication with other 
parts of the world, especially South America. 

First of all we cannot succeed in establishing such lines without 
Government assistance. The amount of tonnage now in existence 
is so great that a purely private contest with foreign shipholders 
would be utterly hopeless. It is said that nearly twenty-five per 
cent. of the British shipping is at present idle. Within a few 
years the ocean tramp has appeared, roaming all over the world in 
quest of freight. Running irregularly, and under no obligation to 
make time, it can navigate the sea at the best possible advantage, 
and consequently can take freight at low prices. It is a serious 
enemy to all established lines. Of course there are many shippers 
who must depend upon the regular lines, whose freight must go 
forward without delay, but there is a vast quantity of goods which 
can be transported within quite lengthy periods of time. All such 
trade the ocean tramp can control. In view of its existence and 
persistence, the establishment of regular lines of communication 
has become a more serious thing than ever, and individuals in this 
country may well pause before investing money in such an experi- 
ment. It would seem clear therefore that our sails are not likely 
to shadow the sea more frequently than in the past, unless the 
Government shall do something for the shipowner. 
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The lines of communication most worthy of attention are with 
several ports in South America. We cannot hope to create a trade 
with the people of those regions unless we have regularly estab- 
lished lines of communication with them. We cannot depend on 
foreigners to do this work for us. If the links of communication 
shall not be forged by ourselves it is hardly worth while to have 
any at all. The deduction, therefore, is clear that the Government 
must do something in the way of a bounty or otherwise, or else 
all hope of cultivating a South American trade of any considerable 
value is groundless. This fact is so obvious that even the Secre- 
tary of the Treasury recommends Government assistance. We trust 
that his recommendation will not go unheeded. It would be an 
enduring mark of the present session of Congress to make an ade- 
quate and rational appropriation for the establishment of a line of 
communication with South America. We believe that the time has 
fully come when that body can make an appropriation of this kind 
with the hearty approval of the people. 

With respect to the creation of a South American trade in the 
event of the establishment of a line of communication, that can 
be left to our enterprising merchants and manufacturers. Of course 
many things must be done to insure the success of such trade. First 
of all it would be necessary to find out what goods are wanted 
by the people of those distant countries, and, secondly, to supply 
them on such terms as would tempt purchasers. The goods sent 
by English merchants are bought on long credit. A warehouseman, 
for example, will buy cottons of a manufacturer and prepare them 
properly for the South American trade; then they are sent to that 
country and sold on long credit, and in due time payment is made. 
Mr. Edward Atkinson some time ago explained in a letter to Mr. 
Nimmo, the Chief of the Bureau of Statistics, how the English 
trade with South America is conducted, and it will interest our 
readers to give a short extract from his letter: 


When this middleman buys cotton goods, for example, he buys 
them “in the gray,” and then causes them to be specially pre- 
pared for the market for which they are destined—‘to be bleached, 
printed, or otherwise prepared for each particular district or market 
in South America, packs them according to the exact section to 
which they are to be sent, in small packages suitable for muleback, 
if they are to be carried into the heart of the Andes, makes his 
arrangements to ship them by one of the daily steamers to South 
America, then takes his bill of lading, ear-marked with the desig- 
nating marks and number of packages, with the invoice attached, 
to a banker, and gets his bill discounted on four or six months, 
with the expectation of renewal for four or six months longer if 
necessary, and the cash or proceeds of our wheat, cotton, and oil 
which we have remitted for our South American purchases forms 
a part of the deposit of this very banker, on the basis of which 
he is enabled to grant this credit. 

But this would not suffice. These goods are carried to the in- 
terior of South America, to great fairs, to interior towns, and to va- 
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rious points of distribution, and are there practically bartered for 
whatever the people, who have no money, but who have other com- 
modities, have to sell. These other commodities, whatever they may 
be—wool, hides, ores, nitrates, or anything else—being freely ad- 
mitted into Great Britain for the purposes of distribution where- 
ever they are needed, therefore come back to England to be sold, 
and out of their sale the warehouseman ultimately recovers his 
money, and pays up his credit granted by the banker in London. 
London, being a great free port, has become, of necessity, the 
money center, or credit center, of the world. 


This mode of trading is by no means so peculiar that our mer- 
chants and manufacturers cannot carry it on. The conditions of 
success, though difficult, are’ not insurmountable. The capital of 
our country is sufficient to warrant a greater extension of credit, 
and it is to be presumed that our traders and manufacturers can 
become just as skilled in trade with South America as_ those 
who are now conducting it living in Great Britain and other coun- 
tries. If the lines of communication were established, we hopefully 
believe that the manufacturers and traders would not be slow to 
take advantage of the fact, and thus work off their surplus prod- 
ucts. In this particular juncture, when prices are low and declin- 
ing, when a large surplus exists in almost every branch of trade, 
when mills are idle and with poor prospects before them, this 
question of opening up new markets is one of pressing importance 
which should not be overlooked, notwithstanding the shortness of 
the session. 


FINANCIAL FACTS AND OPINIONS. 


The Comptroller of the Currency states that if none of the 2,664 
National banks in operation October 1, 1884, had on deposit in the 
United States Treasury, as the basis of circulation, any more bonds 
than the law of 1882 compels them to deposit, the total amount 
of the bonds used for currency purposes would be only $80,443,- 
127. This statement affords grounds for believing that there may 
be no diminution of either the numbers or the capital of the Na- 
tional banks, if the amount of bonds in existence is reduced to a 
small figure. It is well known that with the small income which 
bonds yield at their present market prices, there is no profit in 
using them as the basis of circulation, and that the expectation 
of such a profit forms no appreciable part of inducements to the 
formation or continuance of National banks. In some of the States 
there are no general laws for the establishment of stock banks with 
a limited liability of shareholders, and in such States it is only 
under the National law that such institutions are possible. In all 
the States confidence is inspired by the fact of an organization 
under the National law, with the assurance which it gives of sub- 
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mission to the important checks and guards provided in that law. 
It may, therefore, be reasonably expected that, although the con- 
tinual reduction of the public debt must contract the circulation 
of the National banks, it will not for many years deprive the country 
of the other benefits of the system. This is the view taken by the 
Comptroller. It seems to be a sound one, and it is confirmed by 
the fact that the National banks, with scarcely an exception, are ap- 
plying for an extension of their charters as they successively expire. 

The amount and description of United States bonds deposited 
for bank-note circulation were as follows at the dates mentioned : 

November 22. December 1}. 


$ 3,519,CO0O eves $ 3,519,000 
50,131,250 eee. 49,098,650 
117,208,450 sven 118,412,400 
149,789, 500 eoee 148,265,500 








$ 320,648,209 $ 319,295,550 

The annual report of the new Secretary of the Treasury, Mr. 
McCulloch, bears the date of December 1, 1884, but was printed 
some days previously, and must have been written some little time 
before it was printed. If he had had before him the actual results 
for the month of November, showing a revenue deficiency of three- 
quarters of a million of dollars below the expenditures, he would 
hardly have estimated that for the whole of the current fiscal year 
the revenues would meet all expenditures, and, in addition, furnish 
the $47,620,201 required this year for the sinking fund, and a sur- 
plus of $39,379,798, thus promising a decrease of the net public 
debt by the sum of $86,999,999. If Mr. McCulloch could have de- 
ferred his report to the present time he would have been still less 
likely to have made an estimate so sanguine. 

Mr. McCulloch thinks the customs revenue of this year will be 
$ 185,000,000, or a falling off from last year of only $10,000,000. 
The indications now are that the falling off will, in fact, be very 
much greater, and that is the pretty unanimous opinion of the 
commercial public at the present time. It is quite evident, we 
think, that Mr. McCulloch underrates the intensity and probable du- 
ration of the depression now existing in prices and in foreign and 
domestic trade. While he puts down the customs revenue for the 
next fiscal year at the same figure, $ 185,000,000, which he estimates 
for this year, he says, in respect to the “depression in business,” 
that “we may fairly hope it will not long continue,” and, indeed, 
that “it seems safe to assume,” that there will- be such an expan- 
sion of imports next year as to produce as much revenue as they 
yielded last year. These opinions of Mr. McCulloch are entitled to 
respectful consideration, and they may prove to be true, but we still 
think that there is danger that the customs revenue will continue 
to dwindle for at least two or three years to come, and that it may 
not improbably fall very nearly to $132,892,407, which was its an- 














1885. | FINANCIAL FACTS AND OPINIONS. 493 


nual average during the three years ending June 30, 1879. The 
times are critical, and it appears somewhat rash to meddle just now 
with the revenues in the direction of reducing them. We can well 
afford to wait till the new Congress assembles next winter, and when 
we shall know better from another year’s experience what the final 
and full effect is to be of the commercial prostration which is now 
sweeping over the whole world, and which is not more severe in 
this country than it is everywhere else. 

In all Mr. McCulloch’s estimates for this year and next, he takes 
no account of the new expenditures which may be ordered by Con- 
gress. But it is nevertheless true that bills already passed by the 
Senate, and now pending in the House, in respect to education and 
pensions, call for an enormous amount of money, the limits of 
which, as respects pensions, nobody undertakes to compute with any 
approximation to accuracy. It is also true that great projects of 
harbor defences and a cruising navy are supported in powerful 
quarters. And it is also true that a treaty is pending looking to 
the construction of an American canal through Nicaragua, into 
which everybody knows that private investors will not put a single 
dollar, and the total cost of which must be met, if it is met at all, 
by cash from the United States Treasury, it being absolutely certain 
that the country will not permit the public credit to be used in 
such an enterprise in any form by either issuing or indorsing bonds, 
or by guaranteeing the interest on bonds. Taking into account all 
these possible, and some of them probable, drains upon the public 
resources, it seems to be a plain dictate of common prudence that 
our revenues should be most carefully husbanded. 

In the early part of December, the belief prevailed in Europe, 
that the recommendation of the President and Secretary of the 
Treasury, that the coinage of silver dollars in this country should 
be stopped, would be accepted by Congress. The London £cono- 
mist of December 6, expressed the opinion that the disposition to 
give up silver “had been maturing rapidly” in the United States, 
and that while Secretary McCulloch’s proposed reductions of the 
tariff and internal taxes were not likely to be agreed to, his ideas 
in relation to silver would probably be adopted. 

During the last fiscal year ending June 30, 1884, our total imports 
of merchandise were $ 667,697,693, of which only $15,548,757 were 
re-exported. In the same year our exports of domestic merchan- 
dise were $724,964,852. Of the exports of merchandise from Great 
Britain, about one-fifth, on an average, consists of re-exports of 
goods imported from foreign countries and from its colonies. Dur- 
ing the Napoleonic wars this country, as a consequence of its neu- 
tral position, enjoyed an immense commerce in the way of import- 
ing goods from one class of foreign countries and re-exporting them 
to another. In each of the years 1805-6-7-8 our re-exports of for- 
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eign merchandise exceeded our exports of domestic merchandise as 
follows: 


Domestic Exports. Exports of Foreign Goods. 
Ee oe ee $ 42,387,co2 _— $ 53,179,019 
ts tcbsekisevudieetess 41,253,72 puee 60,283,236 
Di hvisrimadenn eens as 48,699,592 lias. sie ig 59,643,558 
1808 (year of embargo).. 9,433,546 - 12,997,414 


It is stated by an official of the Philadelphia International Steam- 
ship Company that the four American-built ocean steamers recently 
purchased by it can be run at an annual saving of $12,000 on each, 
by placing them under the British flag and being thereby enabled 
to ship their seamen at the lower rates in European ports. This 
proves, what those who understand the subject have long known, 
that the difficulty in American competition with European ocean 
steamships is mainly in the extra cost of running American ships, 
and would not be remedied by admitting foreign-built steamers to 
American registration. While such an admission would break down 
our shipbuilding interest, which is essential to naval strength and 
Nationa] independence, it would accomplish nothing towards causing 
the American flag to float over foreign-built ships, even if that were 
a desirable thing to accomplish, which it is not. 

During the year 1883 the aggregate foreign commerce of Mexico, 
Central America, South America, and the West India Islands, con- 
sisted of $589,947,000 of exports, of which $191,659,000 was to the 
United States, and of $470,300,000 of imports, of which $82,174,000 
was from the United States. They buy of us less than half as 
much as they sell to us, although we admit duty free a good deal 
off what they send to us, notably coffee and hides. This case 
proves that foreign nations are not induced to buy of us, either 
because we buy of them, or because we exempt their products from 
import duties. The chief customer for our exports is Europe, to 
which we sell a good deal more than we buy, and the imports from 
which we tax heavily. 

During the five years ending June 30, 1884, our silver imports 
from Mexico consisted of $11,473,846 of bullion, $624,202 of Ameri- 
can coin, and $ 32,987,897 of Mexican dollars. 

The clearings of the Paris bankers’ Clearing-house, which amounted 
during November, 1883, to 425,589,263 francs, fell in November, 1884, 
to 313,317,181 francs. The shrinkage in the prices of commodities 
and depression in trade extend to all parts of the world. 

The London £conomist finds consolation for the British farmers 
in the fact that, comparing 1883 with 1864, it is only wheat and 
barley which have fallen in price, while beef and mutton have 
largely risen, and butter and cheese have undergone no _ substantial 
variation. The moral which it draws is that the farmers should cut 
down their wheat and barley crops, and attend more to dairying 
and to raising cattle and sheep. The Economist does not show 
that during the three or four years which cover the fall in wheat 
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and barley, it has been in any degree offset by a rise in beef and 
mutton. It finds lower prices for those articles by going back nine- 


teen years, and it could doubtless have found still lower prices by . 


going back one hundred years. It is not possible by such methods 
to shake the fact that the profits derivable from British agricul- 
ture have been sensibly reduced by the recent fall in the price of. 
wheat. The decline in the rents obtainable for British farming 
lands, and in the prices for which they can be sold, shows conclu- 
sively what has happened. MKecent actual sales indicate a fall of 
from thirty to fifty per cent. as compared with ten years ago, and 
a late number of the London cho says that “it is next door to 
an impossibility now to get a purchaser for a large estate.” Similar 
accounts come from Holland, France, and indeed from all parts of 
Western Europe. The dominating fact of the situation is, that the 
fall in ocean freights, which is permanent so far as it is the result 
of improvements in navigation, has practically shortened the distance 
between Europe and vast regions of cheap and fertile land, the cul- 
tivation of which is stimulated by the easier accessibility of Euro- 
pean markets. The effect of cheapened ocean transportation upon 
the agriculture of Western Europe, is precisely like the effect upon 
the agriculture of our Atlantic States of reduced railroad freight 
from the West. 

Facts are constantly reported from England which show the great 
fall which has taken place in the selling price of its agricultural 
lands. An estate in Devonshire of 420 acres was recently sold for 
£8,000, for which £18,000 was refused a few years ago. 

In a letter from Vienna, published in the London Economist of 
November 15, it is stated that the financiers of Vienna agree that, 
if the project of a gold standard in Austro-Hungary is carried out, 
it must be upon the basis of making the proposed gold florins of 
such a weight that their bullion value will be the same as the 
present bullion value of the silver florin. By making a new gold 
florin of the same value as the present silver florin, it is expected 
to avoid increasing the burden of existing debts and especially of 
the enormous public debt of Austro-Hungary. 

The following table shows the increase of cotton mills in British 


India in five years: 








— Year ending March 31. —~ 

1878. 158}, ‘ 1884. 

Cotton mills... 53 eoee 62 sone 74 
Looms......... 10,533 eens 14,882 sane 16,300 
Spindles....... 1,289, 760 sane 1,583,782 vies 1,870,284 


Within the same five years the export from India of cotton twist 
and yarns was increased from 25,862,500 to 49,876,600 pounds, and 
of cotton piece goods from 25,800,500 to 55,613,800 yards. If as 
good cotton could be raised there as in this country, there would 
seem to be nothing to prevent India from supplying the entire cot- 
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ton cloth consumption of Eastern Asia and Eastern Africa. In the 
cheapness, docility, and abundance of its labor it has no rival in 
the world, unless it may be China, over which it has the advantage 
of an unlimited access to British capital. English cotton manufac- 
turers will go to any place which promises profits, and aed are 
still within the British Empire when they go to India. 

During the five years ending with 1883 the official returns of 
Egyptian commerce show a gold importation of $79,997,755, and a 
gold exportation of $ 19,931,875. This makes an apparent net import 
of $61,065,870, but a letter from Alexandria, printed in the L’Econo- 
miste Francais of November 1, 1884, says that this was diminished 
$7,500,000 on account of gold sent to the Soudan for military and 
commercial purposes, and by a like sum carried out of the country 
by travelers and merchants and not recorded at the custom houses. 
The writer of the letter referred to says that the actual net im- 
port of gold, whatever its exact figure may be, is used up partly in 
the fabrication of ornaments, but mainly in hoardings by the pea- 
santry of the country, who are described as burying their money in 
the ground as the only place of safety, and especially from Govern- 


ment exactions. 


RECIPROCITY TREATIES. 


In the British House of Commons, November Io, the Ministry 
announced that they had proposed to this country the admission 
of “certain articles’’ from the United States duty free into the 
British West Indies, if we would admit British West India sugar 
on the same terms, but that it was in no event contemplated that 
American imports into the West Indies should have any preference 
over similar articles imported from Great Britain. Whether the ad- 
mission into a West Indian island of articles duty free under such 
circumstances would be of any particular advantage to us, depends 
upon what the articles are. As to flour, provisions, petroleum, 
lumber, &c., the admission on the same terms of similar British pro- 
ductions would be of no consequence, but as to manufactures of 
nearly all kinds the case would be entirely different. We have the 
privilege already of competing with Great Britain on equal terms, 
not only in all foreign countries, but in all the British colonies and 
dependencies, and there is no reason why we should pay the high 
price of remitting our duties on the sugar of the British West 
Indies, for the right we already possess of selling them manufac- 
tured goods on the same terms which they accord to Great 
Britain. 

A treaty has recently been negotiated with Spain, providing for 
the admission into this country of the products of the Spanish 
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West Indies, notably sugar, free of duty, or at reduced rates of 
duty. The consideration for this is to be the admission into those 
islands of certain articles from this country free of duty, or at re- 
duced rates of duty. It is understood that these exemptions from 
duty or reductions are not to be enjoyed by us exclusively, but are 
to be shared by Spain, and may be granted to other nations on the 
same terms. 

We have already referred to the statement, of which, as yet, we 
have seen no contradiction, that Mexico assumes itself to be en- 
titled to admit the goods of any nation on the same terms stipu- 
lated in our favor in the Reciprocity Treaty with this country, 
which the United States Senate ratified last winter. The law nec- 
essary to give effect to that treaty has not yet been passed by the 
House. | 

The Grant administration, near its close, negotiated a Reciprocity 
Treaty affecting our trade with Canada. The idea at the basis of 
this Treaty was the admission into this country of the raw prod- 
ucts of our Northern neighbors without duties, or at lowered duties, 
in consideration of their extending similar favors to some of our 
manufactures. The Senate refused to consider the treaty, upon the 
discovery that British manufactures were to be admitted upon what- 
ever favorable terms might be granted to us, which was rightly 
considered to make the stipulation in our favor of little or no 
value. 

Unless some limits are imposed upon this business of negotiating 
trade reciprocity treaties, there will be very little left of the consti- 
tutional power of Congress over our systems of revenue and protec- 
tion. Fussy diplomatic agents, who always have the motives of 
personal vanity and ambition urging them to connect their names 
with affairs of some kind, will be continually negotiating treaties, 
and the probabilities are that they will generally be injurious to 
this country. From the nature of the case, they are secretly ar- 
ranged, and with no light thrown upon them by open and public 
discussion. It is clearly dangerous to permit our tariff and revenue 
laws to be tampered with in this way by half-a-dozen persons, more 
or less, who happen to occupy positions in the State Department, 
or in foreign missions, given to them oftentimes by the President 
from motives of merely personal and political favor. 

It is a further very serious objection to these Reciprocity treaties, 
that the question of ratifying them is discussed and decided in 
secret sessions of the Senate. The debates upon them are not 
preserved, and the injunction of secrecy may not be removed from 
the votes upon them, until nearly everybody concerned has passed 
off the political stage. It is said that the vote upon the ratifica- 
tion of the disastrous Reciprocity treaty of 1854 with Canada, has 
been kept as a Senatorial secret to this day. 

32 
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THE ISSUE OF LEGAL-TENDER NOTES. 
[CONTINUED FROM THE DECEMBER NUMBER. } 


The Treasury was getting lower every day. Money or other 
available means must be obtained without delay. The Treasury 
could no longer delay payment without ruining the credit of the 
Government. The Secretary had authority under the loan act of 
July, 1861, to issue $46,000,000 of Treasury notes, bearing 3-65 per 
cent. interest, or to issue 7-30 notes, but he could not issue either 
kind at par. The 7-30 notes would not be accepted at a discount 
less than two per cent., and the 3-65 notes at a greater one. The 
rate of interest was too low to attract investors; and as the notes 
were not a legal tender they could not be employed as money. 
The needs of the Treasury were so pressing that the sixth of 
February was fixed as the day for closing the debate in the House 
and taking the final rate on the bill. Its passage was assured, 
for the opinions of the members had been ascertained. Thaddeus 
Stevens, Chairman of the Committee of Ways and Means closed 
the debate, reaffirming what was said in the beginning, that the 
bill was ‘‘a measure of necessity, not of choice.” He also remarked 
that the banks had continued to pay the loan which they had 
agreed to take, but since the suspension of specie payments they 
had paid not in coin but in demand notes of the Government 
which had kept them at par. The last of this loan had been paid 
the day before, and as soon as that transaction was finished they 
refused to receive any more Treasury notes. ‘They must,” he said, 
“now sink to a depreciated currency.” The remaining $50,000,000 
of the July loan the Secretary had been unable to negotiate, ex- 
cept a small portion of it, about $10,000,000, which had been issued 
at 7 3-10 per cent. in payment of debts. 

He declared that “ without the legal-tender clause the notes could 
not be kept at par. Brokers, bankers and others would depreciate 
them. The National bank scheme recommended by the Secretary 
might, in ordinary times, be very useful, but while the banks are 
under suspension it was not easy to see how it would relieve the 
Government. They would have the circulation without interest, . 
and at the same time would draw interest on the bonds and afford 
no immediate relief.” He thought the Government should have the 
benefit of the circulation of legal-tender notes, and did not see 
how we could get along in any other way. He discussed the various 
plans that had been proposed, and concluded by saying that unless 
the bill passed with the legal-tender clause, it was not desired 
either by its friends or by the administration that it should pass at 
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all, and those who voted with him would vote against it if it were 
mutilated or emasculated. 

Two amendments were made before the final vote was taken, 
which are of sufficient importance to be stated. One of these in- 
creased the amount of notes to $150,000,000, but the $50,000,000 
authorized by the July Act of the previous year were to be re- 
tired, making this the maximum limit; the other gave holders the 
option to convert them either into a twenty-vears’ bond, at six per 
cent., or five-years’ bond, at seven per cent. There were other 
amendments, but these need not be described. The bill passed by a 
vote of ninety-three to fifty-nine. 

The Treasury was nearly empty, and the Secretary was unable to 
negotiate another loan under the July law of 1861, at the rates 
therein prescribed. The six-per-cent. twenty-year bonds were then 
selling at about eighty-eight, and the 7 3-10 notes were below par. 
In this emergency Secretary Chase urged the immediate passage of 
a bill giving temporary relief. The Senate Finance Committee sent 
a bill to the legislature, providing for the issue of $10,000,000 of 
Treasury notes payable on demand, which were to be deemed a part 
of the $250,000,000 loan authorized at the extra session in July, 1861. 
The bill was immediately passed by that body, and three days af- 
terward by the House. 

On the tenth of February the legal-tender bill was reported by 
the Finance Committee of the Senate, with numerous amendments, 
the most important of which were: 

6. That the legal-tender notes should be receivable for all claims 
and demands against the United States of every kind whatsoever, 
“except for interest on bonds and notes, which shall be paid in coin.” 

9. That the bonds authorized by the bill should be “redeemable 
in five years, and payable in twenty years from the date thereof.” 

15. That the Secretary might dispose of United States bonds “at 
the market value thereof, for coin or Treasury notes.” 

18. A new section, authorizing deposits in the Sub-Treasuries at 
five per cent., for not less than thirty days, to the amount of $25,- 
000,000, for which certificates of deposit might be issued. ; 

19. An additional section “that all duties on imported goods, and 
proceeds of the sale of public lands,’”’ etc., should be set apart to 
pay coin interest on the debt of the United States, and one per cent. 
‘for a sinking fund. 

Senator Fessenden, the Chairman of the Finance Committee, ex- 
plained the amendments. With respect to the sixth, he remarked 
that under the provisions of the House bill, a creditor of the Gov- 
ernment, holding its paper, notes or bonds, would be compelled to 
take his interest in notes or bonds, as the case might be, when the 
time for paying interest arrived. The Senate amendment, if passed, 
required the Government to provide coin for the payment of in- 
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terest. The object of this provision was not only to do justice, but 
raise and support the public credit. It would prove the good faith 
of the Government that it would spare no effort at whatever cost 
to give those. who .took Government paper something besides that 
for interest. 

But the committee, so he explained, had provided a specific fund 
in order to accomplish that end. At first it was proposed to raise 
this by requiring the duties on imports to be paid in coin, but 
such a requirement of the importers was deemed by the committee 
hardly fair. “The result would be to make a distinction between 
different classes of the community, and to impose a very heavy bur- 
den upon those who are engaged in trade, and who would be called 
upon to pay duties. If we provide a paper currency, the natural 
and inevitable effect of it is that coin increases in price. The conse- 
quence would be, unquestionably, that those obliged to pay duties on 
perts might be compelled to make a severe sacrifice in order to 
raise the coin to pay the duties; and, in the next place, the gen- 
eral effect would be io, in effect, increase the duties provided by 
our tariff. Necessarily, if coin appreciates, if it becomes worth more 
than the ordinary currency, and duties are to be paid in coin, the 
effect of such a provision would be to increase the duties, which 
are already very high, and in some cases almost prohibitory. The 
committee, therefore, thought that, under the circumstances, that 
would not be wise; although, it will be perceived that, not having 
done so, the converse of the proposition may be true: that the ef- 
fect, if we inflate the currency by paper, and allow the duties to be 
paid in paper, is necessarily to diminish the imports, and thus, per- 
haps, to lead to a greater importation.” Having rejected this mode 
of getting coin the committee resorted to the modes set forth in 
the amendments above stated. 

Another amendment related to the issuing of certificates of de- 
posit. “This provision,” said Mr. Fessenden, “was very much de- 
sired by the banks in all the cities. It was thought that it would 
afford them facilities that would give greater currency to the notes, 
that it would enable them to deal with them better.” The objec- 
tion to the amendment was that it might prevent the conversion 
of notes into bonds. That such a conversion might not be checked 
a lower rate of interest was to be paid on deposits than on bonds. 

Having explained the amendments of the committee, he proceeded 
to discuss the bill. After admitting that if it were necessary to 
issue legal-tender notes to sustain the Government he should have 
no hesitation in sanctioning it, he questioned whether the Government 
had arrived at that stage, and whether something better could not 
be done than to pass this measure. He then stated his objections 
to the bill in a very brief, pointed way, which are worth reproducing 
here : 
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“The first,” he said, “is a negative objection. A measure of this 
kind certainly cannot increase confidence in the ability or the in- 
tegrity of the country. It can make us no better than we are to- 
day, so far as this foundation of all public credit is concerned. 

“Next, in my judgment, it is a confession of bankruptcy. We 
begin and go out to the country with the declaration that we are 
unable to pay or borrow at the present time, and such a confession 
is not calculated to increase our credit. 

“ Again, say what you will, nobody can deny that it is bad faith. 
If it be necessary for the salvation of the Government, all consid- 
erations of this kind must yield; but, to make the best of it, it 
is bad faith, and encourages bad morality, both in public and in 
private. Going to the extent that it does, to say that notes thus 
issued shall be receivable in payment of all private obligations, 
however contracted, is, in its very essence, a wrong, for it compels 
one man to take from his neighbor, in payment of a debt, that 
which he would not otherwise receive or be obliged to receive, and 
what is probably not full payment. 

“ Again, it encourages bad morals, because, if the currency falls 
(as it is supposed it must, else why defend it by a legal enact- 
ment) what is the result? It is, that every man who desires to pay 
off his debts at a discount, no matter what the circumstances are, 
is able to avail himself of it against the will of his neighbor, who 
honestly contracted to receive something better.” 

The other reasons advanced by him were, that the measure would 
inflict a stain on the National honor; that it would change the 
values of property and cause inflation, and that the loss resulting 
therefrom would fall most heavily on the poor. He urged taxation, 
good faith and economy as the best means of maintaining the credit 
of the Government. The bill was ably debated in the Senate, and 
finally passed that body by a vote of thirty to seven. 

The bill having been amended in the Senate, further action 
thercon was needful by the House. The five amendments previously 
mentioned were the most objectionable to the members, and we will 
briefly show what the House did with them: 

All laws authorizing loans from the organization of the Govern- 
ment had provided for the payment of “dollars.”. This word had 
a well-krown meaning under our coinage and legal-tender laws, 
and many members were opposed to any discrimination in favor of 
the bondholders. The House, however, concurred in the Senate 
amendment to pay the interest on bonds and notes in coin, and 
also in the fifteenth amendment authorising the Secretary of the 
Treasury to sell bonds at their market value. The House, after 
amending the eighteenth amendment, concurred in it, but did not 
concur with the Senate in the ninth and nineteenth amendments. 
The House, on the recommendation of a Committee of Conference, 
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receded from their action on these also, save a slight change in the 
amendment relating to the creation of a sinking fund. Thus the 
principal Senate amendments were adopted by the House. The bill, 
as finally amended, passed the House by 97 votes against 22. In the 
Senate there was no division of the vote. The President approved 
the bill, and thus it became a law. No financial measure of mod- 
ern times has produced such far-reaching consequences, and it was 
therefore fitting to give this minute history of its origin and growth. 
The. debates in Congress and discussion elsewhere showed that the 
probable effects were well understood, for the issuing of paper money 
by governments is an old device, the awful operation of which has 
been recorded in luminous language. The measure had not the 
slightest tinge of originality. Spain, Russia, France, and other 
countries had indulged in similar financial experiments, and their 
operations are among the most familiar facts of history. When 
St. Simon told the Duke of Orleans that the finances of the 
greatest king in Europe ought not to be managed like those of a 
private person, the Regent solicited the financial genius of John 
Law, and the nation found the philosopher’s stone in paper mills. 
Many thought like the Regent when fiat money was first manufac- 
tured by the American Government. It is true that others favored 
this measure, honestly believing it was necessary to obtain a mone- 
tary supply. But a vast number rejoiced over the adoption of the 
measure, because they believed in the efficiency of fiat money. 
They were the enemies of banks and bank notes, and believed that 
Government should issue the entire paper money, and knew no 
reason why this valuable and highly profitable privilege should be 
granted to individuals without reward. This class has always existed 
since the founding of the Government, and exists to-day. Doubtless 
many of them were not wise, many were dishonest, and saw, if the 
measure were adopted, an easy way to pay their debts; nevertheless, 
the dishonest, ignorant, and equally selfish men who differ from the 
believers in fiat money are not scarce. 

The measure rested mainly on the foundation of an “absolute, 
* overwhelming necessity.” If this did really exist, who could take ex- 
ception to the ringing words of Senator Fessenden, when he said, 
“JT would advocate the use of the strong arm of the Government to 
any extent in order to accomplish the purpose in which we are 
engaged. I would take the money of any citizen against his will 
to sustain the Government, if nothing else was left, and bid him 
wait until the Government could pay him. It is a contribution 
which every man is bound to make under the circumstances.” But 
Fessenden did not believe the time had come for resorting to such 
an expedient to get money for the Government. He showed 
that the country was rich, and though our credit had been some- 
what injured by the conduct of the war, it was not gone. The 
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National credit was low when the administration came into power, 
and Secretary Chase in a few months had committed serious blun- 
ders which were disheartening; but, if instead of inventing paper 
wings for money as soon as the banks had suspended specie pay- 
ments, the President had selected Mr. Fessenden, or another man 
equally competent, to manage the Treasury department, the banks 
would have co-operated with him, and new loans would have been 
But it was hopeless to attempt to work with Mr. 
Chase, for he knew nothing about finance, and was unwilling _ 


negotiated, 


to learn. 


It is true that the issue of legal-tender notes might have 


been necessary at some period of the war, but the fires of patriot- 
ism which were now everywhere burning brightly were not mere 


cornstalk illuminations. 


Men were ready to assist not only in send- 


ing soldiers, but in lending their money just as soon as the Secre- 


tary showed efficiency in borrowing and in spending it. 


We do not 


believe that patriotism in those days was a sham, and if it were not, 
surely an “absolute necessity” did not exist to justify the enact- 


ment of this measure. 


It must be remembered, too, how much the 


cry of “absolute necessity ” had been intensified since the first in- 


troduction of the bill. 


By fastening sharply on that expedient, and 


neglecting every other, a great many had come to believe that really 
an “absolute necessity’ did exist for issuing a forced paper money. 

Nevertheless, beside the members of Congress who believed the 
measure to be necessary, were many others whose opinions were 
The Government could no longer pay gold and sil- 
ver, and the demand Treasury notes, authorized in July, did not 


worth much. 


circulate freely. 
to receive them. 


Individuals, railroad companies, and banks refused 
After the suspension of specie payments, the 


banks paid the remainder of their loan to the Government in 
Treasury notes, but after completing this engagement, declined to 


recognize them. 


notes. 


not to depend on irredeemable bank notes for money. 
feared that with no restraint whatever on their 
would enormously inflate their circulation. 


Consequently, they were worth less than bank- 
Yet the opinion widely prevailed that the Government ought 


It was 


issues the banks 
After the suspension of 


specie payments in 1812 the banks, released from the demands of 
billholders for gold and silver, issued notes in enormous quantities. 
Would not the banks, if the opportunity occurred, be strongly al- 


lured by the hope of gain to repeat their former action? 
over, the Government had no right to receive them. 


More- 
The Sub- 


Treasury law was in operation, and the Government could legally 


receive only gold and silver and Treasury notes. 
resources of some kind in order to live. 


But it must have 
As specie could not be 


employed, the Government must either depend on the circulation 


of the banks or issue one of its own. 
ernment notes was the best plan and the-most generally favored, 


And if the issuing of Gov- 





504 THE BANKER’S MAGAZINE. [ January, 


should they be endowed with the legal-tender quality or be issued 
without it? On that question public opinion strongly favored the 
issue of legal-tender notes. Said Senator Sherman, in a speech on 
this subject: “Almost every recognized organ of financial opinion 
in this country agrees that there is such a necessity in case we 
authorize the issue of demand notes.” The Secretary of the Treas- 
ury had declared in his official communications to the Senate and 
in private conversation with members of the Finance Commit- 
tee of that body, that the notes must be made a legal-tender to 
insure their negotiability. The same view was entertained by the 
Chambers of Commerce of Boston, New York, and Philadelphia. 
The Cashier of the Bank of Commerce of New York, speaking 
for that bank and other banks of New York, “stated explicitly” to 
the Finance Committee of the Senate that they “could not further 
aid the Government unless the proposed currency was stamped by 
and invested with the legal form and authority of lawful money, 
which they could pay to others as well as receive themselves.” 
“If you strike out this legal-tender clause,” said Senator Sherman 
in blazing language, “you do it with the knowledge that these 
notes will fall dead upon the money market of the world; that they 
will be refused by the banks; that they will be a disgraced 
currency, that will not pass from hand to hand; that they 
will have no legal sanction; that any man may decline to receive 
them, and thus discredit the obligations of the Government.” Legal- 
tender notes, therefore, were the best substitute for gold and silver 
in making payments to the Government that could be devised, and 
far more acceptable to the people than irredeemable bank notes. 
They were an effective instrument for transferring the capital of 
lenders to the Government. 

In these reasons was rooted the necessity for issuing legal-tender 
notes. Whether they were as strong as they appeared to be to 
many we shall not attempt to decide. The opinions of men equally 
intelligent, candid and patriotic, were divided concerning the neces- 
sity of issuing legal tenders in 1862, and probably always will be. 
History is not a judge, but a friendly light to those who are trying 
to find a better way. 

The people were quickly reconciled to the measure. Many had heart- 
ily favored it from the beginning. This was true of the debtor and 
speculative classes; the latter class especially, with their keen in- 
stincts for making money, knew that with the general derangement 
of prices, which was sure to follow an inflation of the circulating 
medium, a golden opportunity would appear for them to exercise 
their peculiar powers. They flourish when the storm rages hardest ; 
in calm waters they are like a ship whose sails are uselessly suspended 
in the air. Nothing could please them better than a deluge of cheap 
money. Moreover, the tune of “absolute necessity” had been played 
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so much that all the people had learned it well, and so they loyally 
bowed to this expression of legislative wisdom involving the great- 
est consequence of any law, save the funding of the revolutionary 
debt, ever passed by Congress, having faith that however destructive 
the impending monetary revolution might prove to be, the cause of 
the Union would finally triumph. 





EFFECT OF ISSUING LEGAL-TENDER NOTES AND 
SUSPENDING SPECIE PAYMENTS. 


Having shown how a section of the National bank bill was 
transformed into a law authorizing the issue of demand Treasury 
notes, endowed with a legal-tender quality, we shall trace the ef- 
fects of this legislation on the morals and prosperity of the people. 
Some of these effects were immediate and brief, while others are 
yet felt like the agitation of the sea, which continues long after 
the storm has passed away. 

The suspension of specie payments also produced a series of ef- 
fects which are worth careful study. These, as well as the effects 
of issuing legal-tender notes will be traced in this chapter. 

When the first bill authorizing the issue of legal-tender notes 
was before the House, Mr. Horton, of Ohio, set forth in a speech 
the principal effects which would follow if the notes were issued. 
They would be paid to contractors of the Government, who would 
pay them to their debtors. They in turn would be anxious to get 
persons to take them, and money would seem for the time to vde 
abundant and trade active. All parties, however, would find out 
that the Government had wronged somebody. And what would the 
contractors do next? 

“They will bide their time. The Government is obliged to get 
supplies, and the contractors will put their supplies up to the 
amount they have lost, and ten or fifteen per cent. more.” Mr. Hor- 
ton then described the effects of the Act among the _ people. 
“The first shock will be that the moral sense of the country 
will be outraged. Your friends and neighbors will not at first be 
made to believe that it is right when they have agreed to pay 
a hundred to get a clear receipt for eighty-five, or ninety or nine- 
five.” The next effect, he maintained, would be confusion and un- 
certainty in relation to the value of all exchangeable things. Prices, 
too, would be inflated. “There are some things,” he remarked, 
“which cannot be done. Inflation of prices, although it might not 
be rapid, and although the country might not be ruined at once, 
and although we might not find ourselves in that Serbonian bog 
in which whole armies have sunk at once, we will get there 














506 THE BANKER’S MAGAZINE. : [ January, 


soon enough. And, when inflation of prices begins, exports de- 
crease and imports increase. Agricultural interests will be injured 
to an incalculable extent, and the next great result will be upon 
us, which is the export of gold out of the country to pay debts 
abroad for excessive importations, superinduced by the inflation of 
prices here. We shall not then be able to say, as we can now, 
‘the farming productions of the West have been sent abroad to 
such an extent that even gold has been brought back to pay the 
balance of trade in our favor.’ In the end the Government will be 
mostly the loser by the inflation of prices, because it has to buy 
such an immense amount of supplies, and the contractor will hold 
in his hand, not the legislative power, but the practical power, to 
say, here is my property, and you shall have it for such a price, 
and not for less.” All classes of labor, also, he maintained, would 
be injured “by this great act of oppression. You render the stand- 
ard of payment uncertain, and they never will know what their wages 
are for a day’s work.” The capitalist of New York, the millionaire, 
here and there, would take care of himself and send his means 
out of the country. But the worst effect of all was the disgracing 
of the Government. It was worse than “forty defeats on the battle- 
field. It could not be wiped out by any future heroism. It was 
saying to the world that we were bankrupt, and that we were not only 
weak, but not honest.” No other member of Congress* described 
the probable effects of the bill during the debate with so much 
prescience. He described, however, only the injurious and malign 
effects, and was unable to foresee any good result from the use 
of this expedient. Nevertheless, good was mingled with the evil, 
and the truth of history requires that all the effects should be traced 
and set forth in their proper light. 

The first noteworthy effect of suspending specie payments was 
the increase of bank circulation. After the suspension of specie 
payments in 1812 the same thing happened. The banks multiplied 
rapidly. Within a year after the suspension in 1861 the banks in 
New Hampshire had increased their circulation twenty-seven per 
cent.; those in Philadelphia, 138 per cent.; in Providence, eighty- 
six per cent.; in New York, sixty-nine per cent.; in Massachusetts, 

* Representative (now Senator) Morrill, of Vermont, stated the effects of the meas. 
ure in the following succinct and forcible language: ‘‘1 maintain that the bill should 
not pass, because it will infinitely damage the National credit; because it will cut off 
all other chance of supplies; because it will reduce our standard of legal tender already 
sufficiently debased; because it will inflate the currency, and increase manifold the cost 
of the war; because it would slide into the. place of proper taxation; because, as a 
resource, it must ultimately fail, and tend to a premature peace; because it is a question of 
doubtful constitutionality ; because it is an ex post facto law, immoral, and a breach of the 
public faith; because it will at once banish all specie fromecirculation ; because it will dampen 
the ardor of our men at home, as well as soldiers in the field; because it will degrade us in 
the estimation of other nations; because it will cripple American labor, and throw at last 


larger wealth into the hands of the rich; and, because there is no necessity calling for such a 
desperate remedy.’’—Congressional Globe, Feb. 4, 1862. 








1835. ] EFFECT OF ISSUING LEGAL-TENDER NOTES. 5°7 


twenty per cent.; in Baltimore, thirty-two per cent.; in Newark, 
N. J., forty-two per cent., while the increase was very large in. other 
States and cities. 

Several reasons were given for increasing their circulation. One of 
the most common of these was, that silver change having become 
scarce, small bank notes were needed as a substitute. Another reason 
was that, in suspending specie payments, gold was withdrawn from 
circulation, and more bank notes were needed to fill the vacuum. 
It was also maintained that large sums were carried by soldiers to 
the seat of war, and other sums were left by them to support their 
families, thus diminishing the supply in actual circulation. More- 
over, at the time when the suspension occurred, cash dealings had 
greatly increased; the circulation of Eastern banks was enlarged by 
sending it to the West to fill the gap occasioned by the failure 
and closing of Western banking institutions. Another reason given 
by the Bank Commissioners of Massachusetts was, that the motive 
for sending bank notes for redemption no longer existed, especially 
of those banks having good credit, because their notes were as 
valuable as anything which could be obtained for them. -“ Men 
hold them and hoard them, therefore, precisely as they would do 
with specie, and the volume of the currency becomes greater, pre- 
cisely as its current grows more sluggish.” 

Many of the banks put forth no unusual or unjustifiable effort 
to enlarge their circulation, and they were surprised by the event. 
“They had anticipated a great decline of circulation as soon as 
the Government notes should come into use.” It extended, not- 
withstanding the efforts of some banks to diminish their notes; 
those issued did not come back for redemption; and, on the other 
hand, fresh supplies were wanted by depositors and customers to 
provide for tax-rolls or to make other payments. 

But this reason for expanding bank issues was not entertained 
everywhere. A bank officer in Pennsylvania wrote, in December, 
1862, “the present expansion of the banks is unjustifiable.” The 
banks had, for the sake of profit, but contrary to prudence, con- 
tributed to the expansion. “They will continue to expand,” he 
adds, “until the bubble bursts, or the iron hand of the Government 
interferes to save the people. This ad /ibztum issue of paper is 
filling up all the channels of circulation, and forcing specie into 
the clutches of hoarders and the hands of brokers. It is inflating 
values, stimulating stock speculations, will soon give a fictitious value 
to real estate, and will end in a crisis such as we have never yet 
experienced in history,” 

There was a conservative bank movement in Boston and New 
York after the suspension, but of short duration. In New York 
the banks dared not enlarge their circulation so long as they 
declined to redeem it. No law existed or could be passed in that 
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State sanctioning the suspension of specie payments. When, how- 
ever, the legal-tender law was enacted by Congress, in February, 
1862, the banks of New York, securely sheltered by it, promptly 
enlarged their circulation. Two facts, therefore, sharply stand out 
in the history of our paper monetary circulation during the early 
years of the war: First, that the Secretary issued a _ consider- 
able quantity of demand Treasury notes which swelled the circula- 
tion contrary to the advice of the banks. They declared, as we 
have seen, that they could not redeem them in addition to their 
own circulation. As the Treasury was without coin which could 
be used for that purpose, their redemption was impossible, and 
the banks believed they would depreciate. The second fact is, while 
accusing the Secretary of the Treasury of inflating the currency by 
issuing Treasury notes, they were doing the same thing. Not all 
of the banks were guilty of this inconsistency; but many of them 
swelled their issues, notwithstanding the enormous quantity issued 
by the Government, until they were pressed into the National bank- 
ing system. 

When the inflation of prices began in consequence of increasing 
the bank circulation and Treasury notes is a question. The Super- 
intendent of the Banking Department of New York, in his annual 
report made at the close of 1862, says: “No better barometer 
whereby to measure the state of the cprrency can be found than 
the returns made to this department ; and these indicate most clearly 
that as yet no redundancy of the currency exists. Indeed the capa- 
bility of this department to meet the demand for notes was never 
more severe than it has been during the last nine months. Nor 
was it the result of a fictitious demand. The banks found them- 
selves embarrassed in the transactions of their business by the want 
of currency to meet the daily requisitions. Every soiled and mutil- 
ated note, capable of service, was brought into use, and the banks 
of the East were literally besieged for currency wherewith to move 
the crops of the West. Engagements were made weeks in advance 
by those wanting currency, in order to secure a supply, and numer- 
ous facts might be adduced to prove, that with all the issues of the 
Government and the banks, the volume of currency was not in ex- 
cess of the wants of the country.” 

The Secretary of the Treasury, in his annual report, at the close 
of 1862, maintained that no inflation had yet been caused. First, 
“because the whole quantity of circulation did not, at the time, 
greatly, if at all, exceed the legitimate demands of payments ;” sec- 
ondly, “ because the whole, or nearly so, of the increase in circula- 
tion during the year was legitimately demanded by the changed 
condition of the country,” and thirdly, because the premium on gold 
had fallen seven or eight per cent. within a month from the date 
of his report. If, however, an “undue expansion had taken place, 
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the obvious and sufficient explanation was the increase of bank cir- 
culation and deposits.” 

That prices had risen to some extent was a familiar fact, but 
what caused the rise? The enormous demand of the Government for 
commodities was a powerful cause. How far the banks contributed 
by increasing their notes and deposits, and how tar the Govern- 
ment, by issuing legal-tender notes, is a question very important, but 
which we cannot stop long to consider. The effect of an increase 
of the circulating medium on prices is determined by the use made 
of it, and also by the nature of the medium itself. An increase of 
silver in India for many years had no effect on prices, because it 
was hoarded, turned into jewelry, in short, was practically demone- 
tized. The legal-tender notes were issued by the Government to 
pay contractors, soldiers, and other persons engaged in the public 
service. A large portion of these notes found their way to the 
banks and swelled their deposits. The issues of the banks were paid 
to persons needing money to discharge debts, and circulated very 
much in the same way as the legal tenders. The increase in many 
cases took the form of loans to ordinary borrowers. They came 
back, or a portion of them for deposit, and were re-issued. Both 
kinds, therefore, circulated among the people, both were deposited 
in the banks and furnished the loan-supply, and both, there- 
fore, had the same influence on prices so far as these were effected 
by the quantity of the circulating medium. But as the banks had 
issued only $37,000,000 of notes since the first of the year, and the 
Government had issued during the same period $80,000,000 of them, 
the conclusion may be fairly drawn that the Government by its 
action in expanding the monetary circulation had done more to en- 
hance prices than the banks. 
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STOCK CLEARING. 


[ CONTINUED FROM THE DECEMBER NUMBER. | 
THE GOLD EXCHANGE CLEARING METHOD. 

Before entering upon a description of the various methods em- 
ployed in different stock clearing-houses, it is necessary that the 
reader should understand the methods which they have super- 
seded. The rules and regulations of the principal Stock Exchanges 
in the country are modeled from the oldest, the New York Stock 
Exchange, therefore its method, which we give, has a general ap- 
plication. 

All transactions made by brokers, unless otherwise expressed 
(such as “seller 3” or “buyer 30,” etc.), are “regular.” Regular 
purchases and sales are defined by the rules to mean that the 
stock is to be delivered by the seller and received and paid for 
by the purchaser on the following business day. The transaction 
is made on the floor of the Exchange, and immediately reported 
by messenger to the office of the broker. After being recorded on 
the books of the firm, it is transcribed to a book called the “com- 
parison book.” This book is placed in the hands of a clerk, who 
proceeds to the office of the other party to the transaction, and 
“compares” it with the record made on his (the other party’s) 
books. Of course, the first, whom we will say is the seller, has no 
access to the purchaser’s books. He presents himself at the wicket 
of the clerk having charge of that department, and reads from his 
book “ Kendall sold you three hundred Erie twenty-one and a-half.” 
If it agrees with the purchaser’s books, the clerk answers “ Bought 
of Kendall three hundred Erie at twenty-one and a-half,” or some- 
times merely “all right.” If not, both parties report the discrepancy 
at once to their principals on the floor for adjustment. This is easily 
done, if attended to before a change has taken place in the price of 
the stock, but sometimes very difficult if not discovered and settled 
before such change has taken place. Many houses make this com- 
parison by loose blank forms called “comparison tickets,’’ which 
the seller slips under the wicket at the purchaser’s office (and wice 
versa), and thus avoids delay if the clerk is otherwise engaged. At 
the foot of this ticket is printed, “If not correct, please report im- 
mediately.” 

On the following day, a tag or ticket relating the particulars of 
the sale is attached to the certificate to be delivered, and together 
they are presented at the office of the purchaser before 2.15 P. M. 
and a check received for the same. The rules permit the seller to 
demand a certified check, but it is the custom for the seller to ac- 
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cept an uncertified check and himself present it at the bank upon 
which it is drawn and obtain certification. This is after the stock 
has been delivered. For each transaction there is, therefore, a de- 
livery of stock, and the receipt of a check. In cases where both 
purchases and sales have been made in the same stock, the deliver- 
ies cannot be made until the stocks purchased have been re- 
ceived and paid for. The checks given for these go to the bank 
for certification in advance of the deposits of the proceeds from 
the sales, thus causing the over-certification as before stated. 


There is really but one method which has been permanently suc- 
cessful in performing a full clearing of stocks and cash at the same 
time, and that is adapted to the clearing of one stock only. It is 
the‘ method originally employed by the old New York Gold Ex- 
change, and is the same as that used by the different Petroleum 
Exchanges of the present day. In the former the dealings were in 
Government certificates of value stamped on metal instead of being 
printed on paper, and in the latter the dealings are not in petroleum, 
as the word implies, but are in warehouse storage receipts, called 
“pipe-line certificates.” Although gold was also money, it was not 
used as a currency medium at that time. The sole currency then 
was National bank notes and the legal-tender notes issued by the 
Government. Gold was a commodity bought and sold for currency, 
just as any other certificate having a fluctuating value. 

So closely have the petroleum clearing-houses followed the old 
method that their comparison tickets are verbatim copies of those, 
although the reasons for the employment of the peculiar language 
have long since ceased to exist. These comparison tickets are of the 
size and shape of an ordinary bank check, two and a-half inches by 
seven inches, and of the following form: 





No, 252. NEW YORK, Yune 14, 1869. 


NEW YORK GOLD EXCHANGE BANK. 


CLEARING DEPARTMENT. 


To the Manager: 
You are advised that we shall settle through the Clearing Department 


DELIVER GOLD. 


to-day with 7. Harrison $25,400 Currency for $20,000 Gold. 
Black & Brown. 








| 





This is the seller’s ticket, and is printed in black ink. The one 
to be signed by the purchaser is printed in red ink, and is of the 
same form, except the word “receive” in place of the word “de- 
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liver,” and the positions of the words “currency” and “gold” re- 
versed. The natural form of a comparison ticket is, “We have 
bought of ——,” and “ We have sold to ——,” but in the time of 
the Gold Exchange Clearing-house that form was defined by the 
Government to be a contract, and, under the revenue laws then in 
force, subject to a stamp tax. To evade that tax the form of a 
note of advice was adopted, but as a note of advice it would not 
be intelligible except for the words “receive ” and “deliver” printed 
across the left-hand end. The seller then delivers the ticket signed 
by him to the purchaser, and receives in exchange the one signed 
by the purchaser. When all the exchanges have been made the 
broker, A, has purchasers’ tickets for all the sales he, A, has made, 
and sellers’ tickets for all the purchases he, A, has made. These 
are entered upon a form called the “Statement,” as below: 
































No. 321. STATEMENT OF Black & Brown. 

To NEw YORK GOLD EXCHANGE BANK—CLEARING DEPARTMENT. 

Black & Brown. June 14, 1869. 
Receive from | Gold. | Currency. | Deliver to Gold. | Currency. 
Adams &° Co......+. | 4,000 5,040 | Earl & Eames....| 11,008 13,970 
Burns & Bright....| 10,000 12,600 | T. W. Fox... 0s. 5,000 6,350 
Carpenter & Cross ; 8,000 10,080 Gardner & Graw. 4,000 5,080 
Deblin & Co........ 16,000 20,160 || H. Harrison...... 20,000 25,400 
Gold due bank...... | 2,000 | 
Currency due dealer. | 2,920 |, 
40,000 | 50,800 | 40,000 50,800 




















Size of sheet 13X17 inches. /¢a/ics indicate written matter. 


In some of the petroleum exchanges the comparisons are made 
orally from the sheets or “statements,” and the use of tickets dis- 
pensed with. This statement is sent in to the Clearing-house before 
half-past twelve o'clock. 

In the gold Clearing-house the force employed was the President, 
Cashier and Assistant Cashier of the Gold Exchange Bank, ex-officio 
officers of the Clearing-house; also, four tellers, each having an as- 
sistant teller, a “check clerk” and an “examining clerk”; also 
about ten subordinate clerks, making the total number about thirty. 
The routine there was as follows: 

The statements, accompanied by the comparison tickets, were de- 
livered by the dealer to the teller. Amounts of debtor balances, as 
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shown by the statements, were paid in at the same time; currency 
balances in certified checks, and gold balances, either in coin, United 
States Treasury gold certificates, or certified checks. The teller and 
his assistants first entered the balances in their respective columns 
on the balance books, which were of the following form: 


NEw YORK GOLD EXCHANGE BANK—CLEARING DEPARTMENT. 









































| | | 
nicks: | Setend. | Name of Dealer. | dcedhanten.| dioodouk 
| | 
121,500 | 151,875 | Atterburg & Son...........ccee id 
| Be ibn dnntctancanivanes oes 55,000 68,950 
2,000 | 2,920 | Black & nee eae | 
44,000 | Ce | | CR iio oo onic ccccesscodces | 
| ee ee ee rrr 5,000 6,400 
| A vost cenancsenecnse 3,500 4,480 
| ee ne ee 104,000 140,845 
| Gbccccescccdcoccccvcsconcee seus 
167,500 220,675 | Pins ts0dcsanenvens redniemne 167,500 | 220,675 











From the tellers the dealers’ statements went to the examining 
clerks, who checked off each ticket with the corresponding entry 
on the statement, and examined the correctness of the additions of 
the columns. In the meantime the tellers made the footings of 
their balance books, and reported the result to the cashier, who 
made a summary of the reports from the four tellers, which was 
the proof. The tellers also made up deposit slips of the gold and 
currency received by them, and deposited the funds in the banking 
department, while the check clerks drew the checks for the creditor 
balances. The latter, after being signed by one of the officers, were 
handed to the tellers for delivery tothe dealers. If the total amount 
of the columns headed “Gold due bank” equaled the total of those 
headed “Gold due dealer,” and the total “Currency due bank” 
equaled the total “Currency due dealer,” the work was correct. If 
there were any difference it must result from one or more of the 
following causes: Ist. The failure to exchange tickets; 2d. The en- 
try of a ticket not exchanged; 3d. Omission of a ticket ex- 
changed ; 4th. Entry of an amount differing from that on the ticket; 
sth. Entry of purchase ticket on sales side, and wzce versa; 6th. 
Exchanging of tickets differing in amount; 7th. Error in footings 
and balances of statements; and, 8th, Error of Clearing-house in 
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transcribing balances from the statements to the balance books, and 
in making the adjustment. The work of the Clearing-house was 
checked over first. If the discrepancy was not then found the ex- 
amining clerks assorted the tickets into a set of pigeon holes la- 
beled with the names of the dealers. This assortment brought to- 
gether all the tickets ségued by the same dealers. When first re- 
ceived these tickets were checked off on the statements of the 
parties who had received them. They are now checked off on the 
statements of the parties who issued them. This process must 
bring to light any error in the exchanging or entry of tickets. 
When all the errors have been found and the corrections made, 
the tellers are authorized to pay the creditor balances, and not until 
then. The following were the 
RULES AND REGULATIONS. 

“ First—For all contracts in gold between dealers to be settled 
through the New York Gold Exchange Clearing Department, advice 
orders addressed to the manager of the Clearing Department must 
be exchanged by the contracting parties. 

“ Second.—A dealer who contracts to deliver gold shall send his 
advice order to the office of the other party to be exchanged at or 
before 12.15 P.M. the day the contract is due. 

“ Third.—Each dealer shall make a written statement, in the pre- 
scribed form, of all advice orders of other dealers which he has ex- 
changed, and send his statement properly dalanced and signed, with 
the advice orders, to the Clearing Department at or before half-past 
twelve P. M. 

“ Fourth—Payvment of all balances due the Clearing Department 
must be made at the time the statements are handed in; if cur- 
rency, by certified checks; if gold, by certified checks, coin, or 
United States Treasury gold certificates. All checks paid to the 
Clearing Department should be made payable to the Bank 
for credit of the New York Gold Exchange Bank Clearing Depart- 
ment. 

“ Fifth —The Clearing Department will pay all balances due its 
dealers in checks on Bank, payable to the order of the dealer 
at half-past one o’clock P.M., or as soon as the necessary examina- 
tion of statements is completed; but will in no case make any pay- 
ment of balances due dealers until all balances due the Clearing De- 
partment have been paid in. 

Sixth.—All dealers who have entered amounts due from or to 
them, on their statements, will be responsible for the same, and 
must immediately, on notification, make good any amounts in de- 
fault, and for this purpose dealers must be present, personally or by 
attorney, at the Clearing Department at one and a-half P.M. In 
case the statement of any dealer, with the balance due, be not pre- 
sented at the Clearing Department by one o'clock P. M., such dealer 
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shall be considered to have failed for Clearing-house purposes, and 
shall be suspended from the privileges of the Clearing Department. 

“ Seventh—In case of failure to make a general clearing by two 
o'clock, notice will be posted in the Clearing Department and in the 
Stock Exchange, announcing such fact, and all checks, currency, 
coin, United States Treasury gold certificates, statements and orders 
belonging to dealers will be immediately returned to them when 
called for. : 

“ Eighth—None but members of the New York Gold Exchange 
shall be allowed the privileges of the Clearing Department, except 
banks, banking agencies, bankers, brokers, and all firms at present 
existing, to whom such privileges may be granted by the governing 
committee of the New York Gold Exchange. 

“ Ninth-—The privileges and use of the Clearing Department shall 
be withdrawn and discontinued at the discretion of the governing 
committee of the New York Gold Exchange for cause, from any 
and all persons not members of the Exchange, to whom such privi- 
leges may have been granted, or from any person who may cease to 
be a member of the New York Gold Exchange. 

“ Tenth—The charge for clearing will be at the rate of twenty 
dollars in currency for each million dollars gold. (This rate was 
afterwards reduced to ten dollars per million gold.) Amounts due 
for commissions and fines are payable weekly or upon presentation 
of bills. ' 

“ Penalttes—In case a dealer fails to present his statement at or 
before half-past twelve P. M., with the balance due the Clearing De- 
partment, a fine of $15 will be imposed. 

“For each and every error of one dollar or over in statement, or 
order or exchanging orders, the dealer will be fined two dollars and 
a-half. 

“Statements presented without signature shall be liable to fine. 

“Any dealer who shall neglect or refuse to pay amounts due the 
Clearing Department, after payment of the same shall have been 
demanded in writing, shall be liable to have his name reported to 
the President of the New York Gold Exchange. 

“These rules are imperative, and will be rigidly enforced. 

“The foregoing rules and regulations may be altered or amended 
at any regular meeting of the governing committee of the New 
York Gold Exchange, provided, however, that the same shall be ap- 
proved by the New York Gold Exchange Bank.” 

The clearing was conducted by the Gold Exchange Bank, which 
received all the profits. Nearly all the petroleum exchanges clear 
similarly through a department of a bank or trust company which 
also receives all the profits. In some instances the bank allows 
the exchange a percentage of the profits as a consideration for the 
business, and partly, perhaps to secure its discipline over its mem- 
bers in the enforcement of the rules. 
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The principal petroleum clearing-house is that of the American 
Loan and Trust Company of New York, which clears the business 
of the New York Mining, Stock and National Petroleum Exchange. 
It has cleared 23,000,000 barrels of oil in one day. Its charges 
were at first five cents per thousand barrels, but are now greatly 
reduced. They are regulated on a sliding scale. When the busi- 
ness is 8,000,000 barrels per day, or less, the charge is one and an 
eighth cent per thousand, which decreases inversely with the volume 
of business to five-eighths of a cent per thousand barrels. 


HISTORY OF THE GOLD CLEARING-HOUSE. 

Having described the method employed in clearing gold, it may 
be of interest to give a brief account of the organization and 
operation of the first and principal stock Clearing-house in the 
United States. 

When, upon the breaking out of the civil war, in 1861, the issue 
of National bank notes and Government paper became the cur- 
rency of the country, gold at once reached a premium, and there- 
after became a commodity which was bought and sold in the 
market for the money of the time called “currency,” as shares of 
stock and pipe line certificates are at the present time. To facilitate 
transactions of this kind, the New York Gold Exchange was or- 
ganized. In the course of a few years the transactions in this 
board reached such a volume that further means were required to 
facilitate the settlement of its transactions. A method similar to 
that employed by the associated banks was looked to for that pur- 
pose, namely, a method of clearing. 

A bank was created and called the New York Gold Exchange 
Bank, with this as its principal object. It had a capital of $500,- 
ooo fully paid up. On the eighth of December, 1866, the exchange 
adopted the method just described, and made a contract with the 
bank by which the latter was to operate the clearing for the ex- 
change. 

The bank opened for business at No. 58 Broadway, corner of Ex- 
change Place,on Monday, the tenth of December. The first clearing 
was made on Tuesday, the 11th, of the business of the preceding day. 
The total clearings were $51,000,000; the next day, the 12th, they 
were $60,000,000; 13th, $48,000,000; 15th, $49,000,000. The daily 
average amount of gold required to settle this business was 
$1,500,000. During the year 1868 the average daily clearings 
were $64,000,000. Under the increased facilities afforded by 
the new system, the business continued to grow until it reached 
such dimensions that on the third and fourth of September, 
1869, the total clearings of the two days were over $ 400,000,- 
ooo. On the next business day, Monday the 6th, they were $199,- 
229,000. Gold balance, $2,842,000; currency balance, $4,236.000. 
From the 6th to the 23d, the daily clearings averaged $ 106,653,000, 
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On the latter date the clearings were so large that they had not 
been made up on the adjournment of the board. When ascer- 
tained, they showed $324,524,000 cleared that day; gold balance 
$5,957,000, currency balance $9,055.000. At this time the total 
amount of gold in all the banks and business houses in the City of 
New York was not over $20,000,090. 

The clearings of the 24th (the business of the 23d) were still 
larger. The figures were not ascertained at all that day, nor for 
some time thereafter, but were estimated at over $ 500,000,000. Over 
thirty thousand comparison tickets (representing fifteen thousand 
transactions ) were. received by the Clearing-house. On the morning 
of the 25th the bank formally notified the exchange that, inasmuch 
as it had not yet reached an adjustment of the business of the 24th 
(23d) it could not undertake the clearings for that day, which 
was the exchange business of the 24th, afterwards known as 
“Black Friday,” and estimated to be much larger than that of the 
previous day. This, of course, was a suspension of the Clearing- 
house. The bank, in addition to its business of clearing gold had 
undertaken a general banking business by receiving deposits on 
dealers’ accounts and loaning its money on gold to the same class 
and frequently on the credit balances, as shown by dealers’ state- 
ments to the Clearing-house. On this occasion the bank advanced 
money to some of its customers upon their credit balances, which 
afterwards proved to be not good because of the failure of a num- 
ber of large firms to meet their indebtedness to the Clearing-house. 
The confusion brought about by this mixture of the affairs of the 
Clearing-house with those of the bank brought about the immedi- 
ate suspension of the former and the subsequent suspension of the 
latter. 

One of the rules of the Clearing-house provided that no credit 
balances should be paid out until all debit balances had been re- 
ceived. Had this principle been strictly adhered to the Clearing- 
house could have fallen into no difficulty, because the creditors 
would have received only so much of their claims as were good, 
the remainder they would have been obliged to recover from the 
debtors direct, without involving the Clearing-house. But the Clear- 
ing-house and the bank were practically one and the same, and 
though the management of the Clearing-house, as such, did not, 
perhaps, violate its rules, the act of the bank in advancing balances 
to dealers was practically the same thing. Having paid out their 
funds to those to whom it did not belong they had _ insufficient 
funds for the real creditors. 

This double suspension was a severe blow to the business of the 
exchange, because, besides suddenly withdrawing a piece of machinery, 
which by long use had become indispensable, it locked up a large 
amount of capital, perhaps the entire capital of half the dealers. 
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The bank, by making a partial settlement, put itself into a position 
where it could not comply with Rule VII. of the Clearing-house, 
by returning to the dealers their own checks unused. Could it have 
done so it would have saved the Clearing-house. 

For several weeks, business was entirely suspended, because the 
transactions of the 24th were not yet settled, and most of the 
dealers were practically insolvent in consequence. The transactions 
were so large that there was not gold and currency enough in the 
city (or country for that matter) to settle them by separate de- 
livery. They were made in the belief that there would be a clear- 
ing by means of which to settle them, and there was no other way 
to do it. The confusion in the old Clearing-house prevented that 
institution from attempting it, so the Bank of New York was ap- 
pealed to. After much solicitation it finally consented, but made 
only a feeble attempt and gave it up without accomplishing any- 
thing. At last a committee of twenty-four members of the exchange, 
by unanimous request, undertook the task, and after some days’ 
severe labor, succeeded in settling the business of all the solvent 
members. 

Then business began again, but continued small on account of 
the diminished facilities for handling it. The average sales were 
only about $1,000,000 per day. By the 22d of November the bank 
had passed into the hands of a receiver and out again, with capi- 
tal reduced and surplus gone entirely. It had also finally paid 
all the Clearing-house balances of 24th September (in installments) 
and was again an applicant for the clearing business of the gold 
exchange. In the meantime there had been much controversy in 
the gold room on the question whether the clearings should not 
hereafter be conducted by the exchange itself. Many of the leading 
members were earnest in their advocacy of such a plan, but the 
friends of the bank finally carried a resolution to restore the business 
to the bank. Accordingly, on the 22d the bank re-opened, but for 
clearing purposes only, the banking part of the business having been 
abandoned. On that day i cleared $5,322,000. The business grew 
immediately with great rapidity. On the 26th the clearings were 
$ 26,000,000, and on the first of December $50,000,000. During the 
next few years the clearings ran from $ 100,000,000, to $ 200,000,000 
per day, and were conducted without further hitch or halt. About 
January 1, 1877, the Gold Exchange was consolidated with the 
Stock Exchange, and the operation of the clearing was simulta- 
neously transferred from the Gold Exchange Bank to the Bank of 
the State of New York. From this time the business began to die 
out slowly, with the decline in the premium on gold, until Janu- 
ary 1, 1879, when the resumption of specie payments by the Gov- 
ernment took away its further usefulness and the Clearing-house 
closed. 
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SUGGESTIONS TO YOUNG CASHIERS ON THE DUTIES 
OF THEIR PROFESSION. 


| CONTINUED FROM THE DECEMBER NUMBER. | 


To resume my personal address to the young cashier, you 
should not possess an overweening desire of praise, nor invite com- 
mendation. Nor should you be intoxicated with your own merits. 

You should never speak of your official acts, except in explana- 
tion and in self-defence. In all pleasantry, I will add, that, in old 
age, you may tell the son who succeeds you what you were in your 
youth; but, now, be content with the quiet appreciation of others. 
Delicate attentions and marks of respect are the surest and best 
manifestations of regard, and if you have these, do not pine in 
discontent or discouragement. 

In your oficzal intercourse with the president and directors, ob- 
serve great deference; and at the “ Board” it may be proper to ad- 
dress the former by his title. 

Never speak of the real or supposed faults of character of a di- 
rector in the social circle, nor bear tales or remarks from one director 
to another. Whatever your preferences, likes, and dislikes—and you 
will probably have both—your conduct should be uniformly respect- 
ful to all. Whenever your opinion is asked, or given, without so- 
licitation, state your views modestly, and in a conversational tone 
of voice. Should the “ Board” differ from you in judgment, and de- 
cide contrary to your convictions, betray no feeling, but promptly 
and cheerfully execute their vote. 

Frequent communications with the directors, relative to the gene- 
ral concerns of the bank and to your own particular duties, will 
be of essential service: since ¢Aey will thus obtain a knowledge of 
details, and you will have the benefit of their reflections and sugges- 
tions. ‘“‘ Conference,” says the wise Lord Bacon, “ maketh a ready man.” 

Your style of living is a matter of momentous consequence; and, 
possibly, the hinge on which your final destiny will turn. Not only 
live within your income, but so regulate your expenses that, un- 
avoidable misfortunes or sickness excepted, you shall be sure to 
save at least a quarter part of your salary, as a fund for old age, 
unless, indeed, your patrimonial estate be ample for Such a pur- 
pose.* But, whatever be your receipts or expectations from other 


* I designed to say a word in the text on the subject of salaries. As a general rule, the 
compensation to bank officers is too small. According to a return to Parliament, in 1832, the 
number of persons employed in the Bank of England and its branches, was nine hundred and 
forty, who (to average the salaries) received only £225, or about eleven hundred dollars each, 
per annum. Since several who filled the higher posts were paid very much larger sums, it is 
evident that a considerable part of this numerous corps could not have received more than a 
moiety of the above average. Yet, as at the same time there were one hundred and ninety- 
three on the pension list who enjoyed annually (on the average) £161, or about eight hun- 
dred dollars each, the faithful officers of that institution who were then in actual service, 
could hope for relief in their declining years. In the United States, the system of pensions 
is not, perhaps, practicable or desirable. But since marriage, a flock of little ones, the owning 
of a house unincumbered with mortgage, and a choice collection of books, are all Virtue’s 
sentinels, directors ought always to have reference to the support of a family in fixing the 
compensation of their executive officers. Indeed, such officers, like capable and faithful men 
in other pursuits, should be allowed to provide something for old age. It is fair, I suppose, 
to assume that the expense of the executive department, as a common thing, is not far from 
one per cent. on the capital stock, or, in the proportion of one thousand dollars salary to one 
hundred thousand dollars capital. If this be so, it is manifest, at a glance, that a large part 
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sources, do not allow your expenditures to exceed your personal 
earnings. Be this the great economic maxim of your life. 
Economy is the parent of honesty, of freedom, and of mental 
ease and quiet. Poverty can never enter your abode, if content 
with satisfying your real wants; while you will never enjoy inde- 
pendence, if you live in accordance with the world’s caprice.* If 
you possess an inordinate craving for great wealth, or a desire to 
indulge in luxuries and amusements such as men of fortune alone 
can afford, you have mistaken your profession, and should abandon 
it. For your life, if you remain in it, will be a perpetual struggle 
against your natural inclinations; and the danger is, that, finally 
yielding to them, you will involve yourself in irretrievable woe. 
The road to disgrace is short. Persons who have traced the 
footsteps of more than one unhappy bank officer that has trodden 
it, have found that extravagance and defalcation were but a few 
strides apart.t A sensual man is disqualified, by his very physical 
organization, for any office in the executive department of a bank, | 
and ought no more to be there than in a pulpit. I make the re- 
mark considerately—for good reasons—and not to round out a 
period. And should this essay meet the eye of the father of a 
son ready, by age and education, to enter upon some employment, 
I venture to counsel that, if banking be thought of, the moral 
qualities and the strength of the appetites, as developed in rn | 
life, are the first things to be considered. The youth who, in child- 
hood, stole slyly to the closet for his mother’s sweetmeats, who was 
never content at table with the share of niceties allotted to him, 
who shirked his known tasks, and imposed their performance upon 
a younger and more dutiful brother, and who, as years wore on, 
evinced a disposition to rely upon others, and to earn nothing for 
himself, but yet who showed a determined purpose to feed on the 
best, and to dress in the finest—such a youth, though as quick at 
figures as Colburn himself, should never be placed in a bank. 
“Speculation in stocks” is another fruitful source of ruin, and I 
cannot forbear a word of admonition. The careful investment of 
your earnings or patrimony, and a similar service for friends and 
customers, define, in my judgment, the general limits of your opera- 
tions in the stock market. To say nothing of the hopes and fears 
consequent upon the adventures of a dealer, and nothing of their 


of the bank officers in the United States (as gentlemen are now compelled to live both in city 
and country ) are required to consult the maxims of ‘‘ Poor Richard’’ every day in order to 
secure a moderate competence. The interests of stockholders are not promoted in the long run, 
by low salaries, for low salaries not infrequently, as experience shows, induce speculations in 
stocks, and other irregularities, which terminate in defalcation. As a cluss, bank officers are 
not so well paid as officers of railroads and manufacturing establishments, while their duties 
are quite as responsible. 

* ‘The great English banker, Thellusson, who, at one time, was partner with Mr. Neckar, 
the celebrated French financier, left three sons, and a fortune of three and a half millions of 
dollars, which estate, he said, he acquired by “industry and honesty.’’ In his will he re- 
marks: “ /¢ is my earnest wish and desire that my sons avoid ostentation, vanity, and 
pompous show,’ etc. ‘The three, it may be added, became members of the House of Com- 
mons, and the eldest, a peer of the realm. 

+ **The London banker of the old school,’’ says Mr. Lawson, ‘‘ had little resemblance to the 
modern gentleman who is known by the same title. He was a man of serious manners, plain 
apparel, the steadiest conduct, and a rigid observer of form ities. As you looked in his face, 
you could read in intelligible characters that the ruling maxim of life, the one to which he 
turned all his thoughts and by which he shaned all his actions, was: ‘ That he who would 
be trusted with the money of other men should look as tf he deserved the trust, and be an 
ostensible pattern to oe of probity, exactness, frugality, and decorum.’’’ And further, 
says the same writer: ‘“‘The fashionable society at the West End of the town, and the 
amusements of high life, he never dreamed of enjoying, and would have deemed it nothing 
short of insanity to imagine that such an act was within the compass of human daring, as 
that of a banker lounging for an evening in Fop’s Alley at the opera, or turning out for 
the Derby with four grays to his chariot, and a goodly hamper swung behind, well stuffed 
with perigord pies, spring chickens, and iced champagne.”’ 
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influence upon your mind and temper-—already sufficiently tasked— 
I may ask, in all seriousness, what assurance have you, what as- 
surance can you have, that your virtue will resist the temptations 
sure to beset you? Once embarked and afloat on the stock ex- 
change, either alone or with partners, you cannot move without 
means: and who shall answer for the money intrusted to your 
care? Who shall answer that you will not “borrow” from your 
vault—as others have done—feeling sure that you can “return” the 
sum you need “in a few days with interest?” At the outset you 
will not “risk much;” you desire only “to gain something to add 
to a moderate salary.” But encouraged, at length, by your own 
success in small operations, or excited by the real or reported good 
fortune of those around you, the resolution may be formed to win 
a competence at a single cast of the die: you lose, and are ruined! 
Be warned, I entreat, in time. No bank officer—in charity, we may 
believe—ever meant to be a defaulter; no one, at the beginning of 
an irregular course, thought defalcation and disgrace possible. Yet, 
alas for the many victims of self-deception! alas for the self-confi- 
dent, and for those who neglected the great duty of self-examina- 
tion! Most affectionately and earnestly do I charge you, as you 
value your peace, as you would save your integrity, as you would 
not be driven forth, a broken and shunned man, to resist every 
seduction of avarice from within, and every solicitation of com- 
panions from without. No matter what pretence or excuse a stifled 
conscience may allow you to frame, ¢he cash in your vault ts not your 
cash, and you touch it for your private benefit, or relief even, as a 
robber, and at the peril of your soul! Think, ere you yield, of the 
long roll of sad-faced men who once were honored and trusted, 
but who, when tempted, fell! Think of those who, wrecked in 
character, in fortune, and in hope, have become bloated, ragged 
wanderers! Think of those of whom fathers and mothers, and even 
wives and children, dare not speak save in whispers, and at the 
family fireside! Think of those who have been hurried to the 
prisons and to the tribunals! Think of the graves of the suicides! 
A single warning more, and I pass to less painful topics of dis- 
course. Allow no customer to overdraw his account upon your 
own responsibility or without the express sanction and authority 
of directors.* The habit is a bad one, every way, under amy cir- 
cumstances; and I wish it could come to an end at once, every- 
where and forever. But if it be permitted in particular cases in 
your bank, have neither part nor lot in the matter, save to execute 
a positive order. Discourage the practice in every possible man- 
ner, and if fortunate enough to put an end to it, you will deserve 
the praise of every correct banker in the country. At your post, 
and in bank hours, you are to have no friends to indulge with 
favors, no enemies to punish with refusals. Then and there all men 
should be alike to you. The motto of the Banker’s Magazine should 
be yours, without reservation or condition.t In fine, perform no 
act that you would omit in the presence of the full “Board,” 
or in that of the sureties on your official bond. This rule will 
carry you safely through every difficulty and every temptation. 
Pardon me if I now suggest the importance of maintaining a 
reputation for strict, exact veracity. An aged judge is said to have 


*I believe that no customer of the Bank of England, whatever his rank, is allowed to over- 

raw. 

t ‘‘ No expectation of forbearance or indulgence should be encouraged. Favor and benev- 
olence are not the attributes of good banking. Strict justice and the rigid performance of 
contracts are its proper foundation.”’ 
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remarked, ironically, that “half the cases he had tried on the 
bench arose from good understanding between the parties;” and by 
this he meant, that half-made bargains and agreements lead to 
disagreement and litigation. Avoid misunderstandings from this 
source. Many, indeed most, of your transactions will be upon verbal 
contracts. But you may use words so terse, so precise, that mis- 
conception will be hardly possible. 

The honor of a cashier and the honor of a woman are alike. Sus- 
picion of either in the public mind is as fatal to reputation as con- 
victed guilt. Stand by, stand for your honor, then, against all comers, 
and to the last. Preserve your own respect, though you be fed by 
the hand of public or of private charity. Napoleon, at the hour of 
his downfall, deposited the remains* of his fortune with Laffitte, and 
refused an offered and customary certificate, saving: “I know you 
—I hold you to be an honest man.” The Paris banker, in the 
course of events, became a cabinet minister; but such a testimonial 
to his probity from a man whcse estimate of human virtue was too 
low to be just, and who, at the moment he uttered it, was, as he 
imagined, the victim of faithlessness and treachery, will be remem- 
bered when the records of his political honors are torn and scat- 
tered. But yet, any man, in his own circle, may, if he will, have 
it said of him: “I know you—I hold you to be an honest man.’ 
My young friend—now starting upon a banker’s career—burn these 
words deep into your memory! 

As in some things there are marked distinctions between banks 
in different sections of the country, and between country and city 
banks in the same State, and corresponding differences in the duties 
of a cashier, it is obvious that no series of “suggestions” can be 
alike applicable to all. But I may still hope that the young and in- 
experienced officer will not fail to find some. useful hints in the 
preceding remarks, whatever his particular position or _ special 
charge. 

And while this may be so, the country cashier may yet need cau- 
tions and recommendations adapted to his peculiar official and social 
relations. Such, then, as I deem the most important, I shall briefly 
and respectfully offer. First, as it sometimes happens that the per- 
son selected for the executive department has had little or no ex- 
perience in banking, and is to be connected with directors whose 
knowledge is as limited as his own, the duty of consulting well- 
informed officers of city banks is manifest. The country cashier 
is often alone. Without paying or receiving tellers, bookkeeper, or 
discount or collection clerks, but invested with the functions of 
all, skill, system, and an economical use of time, are indispensable 
to success. I have known gentlemen who, though possessing quick 
and clear perceptions, and almost every other natural endowment, 
were still, at the time of their election, oo of opening or of 
properly keeping a single bank-book. Some of these, remarkably cau- 
tious in their habits of business, and profiting by mishaps, escaped 
serious losses, and, in the end, became accomplished officers; while 
others, more sanguine in temperament, and more self-confident, and 
unwilling to seem novices, involved themselves in difficulties which 
caused them much mental disquietude and pecuniary embarrass- 
ment. Now, it is apparent at a glance, that both classes, had they 
started right, might have avoided a great deal of painful experience. 

I commend to you, therefore, if not bred to banking, the sources 


* Five millions of francs. 
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of information, which are open to you, and to all who desire to in- 
crease their knowledge. Accuracy in the count of money is the 
first, accuracy in the keeping of accounts is the second, qualifi- 
cation in a country cashier; and, while you may acquire the 
sg by practice, you may go wrong with your records all your 
life. 

A small bank should be conducted on a plan as systematic and 
as regular as a large one. Experience has shown, I think, that 
bank accounts should be kept in “double entry,” and that each 
department of bank business requires a separate book. Thus in an 
institution with a capital of only fifty thousand dollars, I consider 
that a general and deposit ledger, that books for cash. deposits, 
discounts, credits, collections and trial-balances, are as essential as 
in one of a million of dollars. And the same remark is true of 
stockholders’ and directors’ records, of a book to show the state 
of the bank, and of another to exhibit the paper to mature in any 
given week. 

The general and the deposit ledger may be one; the former oc- 
cupying some seventy-five or one hundred pages, and embracing 
accounts with ¢hkznzgs, the latter with fersons. The cash should be 
settled daily at the close of business, when, also, a trial balance 
should be taken of the general ledger postings. On the last busi- 
ness day of the month, the depositors’ accounts should be adjusted, 
and the balance of each be transferred to the trial-balance book 
to ascertain whether the deposit ledger has been correctly posted. 
The daily settlement of the cash—neglected in some country banks, 
unless the reform has been very recent—need occupy but a few 
minutes, since a vault-book accurately kept, leaves for actual count 
the cash in drawer only. “Memorandum checks,” and _ similar 
vouchers—to say nothing of the grave consequences which some- 
times result from their use—are great pests in a cashier's drawer, 
and should not be allowed there, except in the most urgent cases. 
Some cashiers keep “ragged bills,” never intended to be reissued, 
in vault for months, and even years; but the practice is at- 
tended with obvious risk and inconvenience, and should not 
exist, 

As already intimated in another connection, vour directors, how- 
ever worthy and respectable as citizens and gentlemen, may be 
poorly versed in the science of banking, and may not, at first, ap- 
preciate the force and the reason of the rules which you deem 
necessary to adopt in transactions with them and with others. But 
evince no impatience. I assume that a majority of any and of 
every “Board” are men of honor, and mean to do right; and that, 
in explanations and conversations with yours, you have but to 
calmly point out the evils likely to arise from a course opposite to 
that which you insist upon, to obtain their approbation. Yet you 
yourself should be well assured that these rules are consonant 
to law, or are such as are imposed in well-regulated banks, or 
such as, in your peculiar position and relations, are imperatively de- 
manded. : 

It is possible that your predecessor allowed improper indulgences 
to a particular director, or had favorites among your customers, and 
that you will feel constrained to put an end to these and to similar 
irregularities. To accomplish this, in harmony, will require all the 
wisdom and good-nature that you can command. It is possible, too, 
that overtures may be made to you to grant favors inconsistent 
with your duty; but, as such cases will arise from thoughtlessness 
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Or ignorance, as often as from unworthy motives, you should be 
silent, except when corrupt intentions are too apparent to be mis- 
taken, or the importunities of the same person become so frequent 
as to be troublesome. 

The customers of a country bank, unlike the merchants of large 
and busy cities, expect of the cashier some inquiries about their 
families, and remarks upon the news of the day, upon the crops, the 
weather, and other matters of personal or local interest. To a 
reasonable extent this expectation should be gratified. But discus- 
sions across your counter on topics of sectarian theology and party 
politics are to be avoided—entirely avoided. Nor, if you hear, should 
you reply to, or take part in, tales of scandal and neighborhood 
gossip. Polite to all, sociable to a degree not to interfere with 
your duties, inviting and giving friendly greetings, your deport- 
ment is yet to be dignified, and such as becomes a well-bred gen- 
tleman. 

You will transact business with persons who cannot even write 
a note of hand in proper form; with those who cannot be made 
to acknowledge the necessity of a notice to an indorser; and with 
those who will pertinaciously insist upon having their own way, 
whatever your reasoning or objections to the contrary. Teach the 
ignorant, without giving them pain; be firm with the self-willed, 
without evincing impatience or anger; for the smart of a sharp 
word, or of a proud toss of the head, is sometimes felt for years. 
“Contempt,” says an Eastern proverb, “will penetrate the shell of 
a tortoise;” be sure to remember it will pierce deeper into the 
epidermis of a fellow-man. 


To a and to insist upon, regular bank hours will occasion 


some difficulty in some places. People whose business at banks is 
rare, seem to forget that a cashier, like other men, has a love of 
fresh air, or that he needs exercise and relaxation; and thus can- 
not or will not understand why he is not ready to accommodate 
them early in the morning, and late in the evening. These per- 
sons seek him in his moments of rest and recreation, ask him to 
receive money at his house, or in the village stores, and complain 
if he refuses such veasonadble requests. You will be unjust to yourself 
if you submit to these, or to similar demands. The intervals be- 
tween bank hours are yours by positive contract, and by the very 
necessities of your physical and mental being. Do not permit in- 
roads upon them, save in extraordinary exigencies; in these, leave 
your bed even, to serve a customer. Still, as loose and unsafe 
habits may have been encouraged by your predecessors, or counten- 
anced by directors, measures of reform will be odious, unless grad- 
ual. Under kind and considerate treatment your laggards may be- 
come punctual, and untimely requests to open your vault entirely 
cease. 

A single “suggestion” more. The private and social relations 
of a country cashier are of consequence, and ought not to be over- 
looked. And, first, a salary officer, under ordinary circumstances, 
needs not to be in debt for his personal or family expenses; and, 
as cash payments are sure to show whether he is “living beyond 
his means,” may I not commend the safe rule of “paying as you 

oP” 

“ Again, may I not be allowed to suggest the duty of constant at- 
tendance at church, even though you cannot worship with persons 
of your own faith; and also of manifesting an interest in schools, 
public lectures, lyceums, and other means employed to promote the 
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welfare of society? The community in which ‘you live have a claim 
upon you, not only for an exemplary life, but for contributions of, 
money in proportion to your ability, to aid in the maintenance of 
o~ religious, literary and benevolent associations established among 
them. 

To conclude. Should it be thought that I might have omitted 
the discussion of some topics, and have treated others with greater 
brevity, I submit, with deference, that I have endeavored to be a 
careful observer. More than twenty-five years have elapsed since 
the commencement of my connection with banks and banking; and, 
as I now look back and recall the facts elicited by judicious inquiry, 
and the facts embraced in other well-authenticated accounts which 
relate to bank officers who have fallen, never again to rise, or 
whose lives have been saddened and embarrassed by want of firm- 
ness in resisting the allurements of pleasure, or the solicitations of 
the companions of their social hours—by an overweening self-confi- 
dence—by too great faith in others; as, too, I remember the com- 
plaints against another class, who, though without a moral stain, 
have still injured themselves and the institutions with which they 
are concerned by churlishness and irritability; I find no cautions 
and admonitions to omit, no recommendations that may not, I 
think, assist in forming the character of the officer for whom these 
suggestions are intended. 

A single word more. Many of the cashiers whose private virtues 
and professional ability adorn the annals of banking in the United 
States, receive salaries nearly equal to the emoluments of cabinet 
ministers, or military officers of the highest rank, and are intrusted 
with powers so ample, that they seem to be private bankers, wield- 
ing their own capital. These gentlemen have attained the crowning 
honors of their profession. Let the “young cashier” aim to reach 
the same eminence among men and among bankers. Let him re- 
member that, whatever the influence of friends at the outset of 
his career, his position in the maturity of his years must, in the 
very nature of things, depend upon himself, upon his capacity, his 
courage, and his probity. 

I have here spoken to him as to my only son, and take my leave, 
in the earnest hope that, in the labors of some one of his seniors, 
communicated to the “Magazine” upon the invitation which, per- 
haps, I have unwisely accepted, he will be sure to find a path 
marked out for him which will lead him to the rewards of a well- 
spent life. 





? 
" 
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CHEVALIER, in his Letters from America (1836), says of the notes 
of the Bank of France that they were “current only in Paris,” and 
that metallic money was used exclusively everywhere else in France. 
The total circulation of that bank was about $40,000,000, and there 
was no other note-issuing institution in the country. He esti- 
mated its coined money at that time at $550,000,000. Of late years 
bank notes are at least as acceptable as metal in all parts of 
France. The exclusive use of them during the disappearance of 
coin caused by the misfortunes of the Prussian war, seems to have 
cured all the popular prejudices against papef, and the bank is now 
issuing great quantities of notes of the denomination of fifty francs. 
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OBLIGATION OF BANK TO PAY DEPOSITOR’S NOTE 
DUE AT ITS COUNTER. 


PENNSYLVANIA SUPREME COURT, APRIL 14, 1884. 


Commercial National Bank v. Henninger * 


Assumpsit by the Commercial National Bank of Reading against 
Charles Henninger, upon two promissory notes indorsed by defend- 
ant. Pleas, non-assumpsit with leave, etc. On the trial, before 
Hagenman, P. J., the following facts appeared: Charles Henninger, 
the defendant, suld to B. F. Young certain shares of stock in the 
Pennsylvania Graphite Mining Company, and received therefor his 
three promissory notes made payable at the Commercial National 
Bank of Reading, of which Young was the cashier, three, six and 
nine months after date respectively. They were indorsed by Hen- 
ninger and discounted by the said bank. Young, the maker, alleg- 
ing that Henninger had defrauded him in the sale of the Graphite 
stock, resolved not to pay the said notes, and at the time of the ma- 
turity of the second, handed it and the first, which he had renewed, 
to a notary, who made demand at the bank for payment. Young, the 
maker, as cashier of the bank, answered that the notes had not 
been provided for, whereupon they were protested, and notice thereof 
given to Henninger. He paid the third note when it matured, but 
refused to pay the first and second, and the bank brought this suit 
to charge him as indorser. 

Defendant offered to prove an agreement by Young, as cashier, 
at the time of the giving of the notes that Henninger’s indorse- 
ment should impose upon him no obligation to pay, but should 
operate merely as a transfer of the notes, and further to show that 
if this transaction between Young and Henninger was unauthorized 
by the bank, the latter was protected from loss by shares of the 
capital stock of the bank owned by Young and by his bond as 
cashier. All of which was objected to by the plaintiff as irrelevant. 
Objection overruled. Exception. (First, second and third assign- 
ments of error.) Defendant also offered to prove a custom among 
the Reading banks to charge notes made payable at the bank to 
the account of the maker, without any special direction from the 
maker so to do. Objected to by plaintiff as irrelevent. Objection 
overruled. Exception. (Fifth and sixth assignments of error.) 

Defendant further offered in evidence Young’s account with the 
plaintiff bank on February 28, 1882, to show that at the time of 
the maturity of the notes there were funds on deposit to his 
credit sufficient to have paid the same. Objected to by plaintiff 
as irrelevant. Objection overruled. Exception. (Fourth assignment 
of error. ) 

Mr. Young testified that the sum deposited to his credit at the 
time of the maturity of the notes had been raised by the sale of cer- 
tain securities for the purpose of paying notes other than the ones 
in suit, and subsequently maturing, and the said balance was actu- 
ally applied to the payment of such other and subsequently matur- 
ing notes. There was no other evidence upon this point. 


*S. C., 15 Week. Notes, 33. 
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The plaintiff requested the court, zater alia, to charge: (1) A 
bank is not bound when a note owned by it, and made payable at 
its banking house, becomes due, to appropriate moneys of the maker 
on deposit with it to the payment of the note. The indorser has no 
right to ask that the bank shall do so. 

Answer. We answer and charge that if Mr. Young had a deposit 
in bank sufficient to pay these notes on the day they became 
due, and there were no circumstances shown in the case that 
would forbid the bank from so doing, the bank was obliged to 
charge up these notes against Mr. Young’s deposit. Especially was 
the bank required to do so if the jury find that there was some 
understanding between the cashier and the president that the de- 
fendant would not be called upon to pay these notes, and such 
credit would be no injury to the bank. (Eighth assignment of 
error. ) 

(2.) If the jury believe that B. F. Young made the deposit, which 
composed the balance in bank at the time of the maturity of the 
notes in suit, for the purpose of paying notes other than the ones 
in suit, he had a right to appropriate said balance to the payment 
of such other notes; and the defendant was not released from his 
liability as indorser of the notes in suit. 

Answer. If the jury believe that Mr. Young made a deposit, with 
the specific agreement with the bank at the time it was made, 
that the money so deposited was to be used for other notes, then 
the defendant would not be released from his liability, But the 
jury will carefully consider the evidence. The deposit was credited 
on Mr. Young’s general account without any entry that it was for 
a special purpose; and the only evidence of any special purpose is 
the testimony of Mr. Young, who was the depositor and cashier. He 
does not say that he ever notified any other officer of the bank of 
the disposition he intended to make of this deposit. And so far as 
the evidence goes, it seems to have been an understanding he had 
with himself. ( Ninth assignment of error. ) 

Verdict for defendant and judgment thereon. Whereupon plain- 
tiff took this writ assigning for error, zz¢fer alza, the admission of 
the testimony excepted to, and the answers of the court to the 
points above set forth. 

Paxson, J. The fourth and eighth assignments raise the prom- 
inent questions of this case. The fourth alleges error in admitting 
in evidence the account of Mr. Young with the bank on Febru- 
ary 28, 1882, for the purpose of showing that there were funds on 
deposit to his credit sufficient to have paid the notes in contro- 
versy; while the eighth alleges the court erred in instructing the 
jury, in answer to the plaintiff’s first point, “that if Mr. Young 
had a deposit in bank sufficient to pay these notes on the day 
\they became due, and there were no circumstances shown in the 
case that would forbid the bank from so doing, the bank was 
obliged to charge up these notes against Mr. Young’s deposit. Es- 
pecially was the bank required to do so if the jury find that there 
was some understanding between the cashier and the president that 
the defendant would not be called upon to pay these notes, and 
such credit would be no injury to the bank.” 

The defendant was the indorser of the notes in suit. The maker 
was B. F. Young, who was also the cashier of the bank. The 
notes had been discounted by the bank, and were payable there 
on the day they matured; at the close of banking hours there 
was on deposit to the credit of Mr. Young a balance sufficient to 
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meet the notes. Instead of charging up the notes against the de- 
posit, the cashier handed them to a notary for protest. The ob- 
ject of this was to hold the indorser, and compel him to proceed 
against the maker in order to let in a defence which the maker 
could not set up against the bank. The defendant contends that 
the failure of the bank to charge up the notes against Mr. Young’s 
deposit relieved him as indorser. 

That there were no circumstances in the case to prevent the 
bank from applying the deposit to the notes has been found by 
the jury. There is no doubt as to the right of a depositor to 
control his deposit up to the point where the rights of others attach. 
He may draw it out by his check; he may apply it to a particu- 
lar purpose by making it a special deposit, or by specific direc- 
tions communicated to the bank. None of these things is found 
in the case. The mere mental intention of the depositor, not com- 
municated to the bank, is of no importance. While the right of 
the bank to charge the notes against the deposit is not disputed, 
it was at the same time contended that it was under no duty to 
do so, and that its failure to make such application did not discharge 
the indorser. 

It is to be observed that the bank was the owner of the notes, 
and not a mere collecting agent. The difference is obvious. The 
position of the bank was this: It was a creditor of Mr. Young to 
the amount of the notes discounted; it was the debtor of Mr. 
Young to the amount of his deposit, and to that extent was in 
law bound to honor his checks or drafts; it held the defendant as 
security on the notes by reason of his indorsement thereof; the de- 
posit exceeded the notes, and it had the undoubted right at the 
close of banking hours on the 28th of August to charge the notes 
against the deposit. Was it bound to do so as between the bank 
and the indorser? 

In order to discuss this question intelligently we must not lose 
sight of the peculiar character of a bank deposit. The money de- 
posited does not, as is popularly assumed, continue to be the prop- 
erty of the depositor. It becomes the money of the bank the 
moment it is deposited. The depositor becomes the creditor of the 
bank, and as before observed, the bank is his debtor, and is in law 
bound to honor his drafts to the extent of his deposit. Foley v. Hl, 
1 Phillips 399; Bank of Republic v. Millard, 10 Wall. 152: Carr v. 
National Security Bank, 107 Mass. 45. When the depositor becomes 
indebted to the bank on one or more accounts, and such debts 
are due ana payable, the bank has the right to apply any deposit 
he may have to their payment. This is by virtue of the right of 
set-off. Where a general deposit is made by one already indebted 
to the bank, the latter may appropriate such deposit to the pay- 
ment of such indebtedness. This results from the general doctrine 
of the application or appropriation of payments. And it may be 
safely asserted that as a general rule, the former may waive the 
right to make such application, and allow the depositor to draw 
out his balance. Where, however, the rights of third parties inter- 
vene the case is sometimes different. The distinction between the 
liability of a bank to a customer and to a third party is thus de- 
fined in Morse on Banks and Banking (2 ed.) p. 47: “ A bank hold- 
ing a note of a depositor is under no obligation to appropriate a 
sum sufficient to meet it from funds on deposit immediately upon 
its maturity, or indeed at any other particular time; they may let 
the account run on and take the chance that they will not lose in 
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the end. But as toward third parties, the obligation upon the bank 
is different, and it has been decisively and properly held that the 
neglect of the bank to make such an appropriation of the principal 
debtor’s funds would discharge the indorsers and sureties.” 

The rule is well settled that “when a creditor has in his hands 
the means of paying his debt out of the property of his principal 
debtor, and does not use it, but gives it up, the surety is dis- 
charged. It need not be actually in the hands of the creditor. If 
it be within his control, so that by the exercise of reasonable dili- 
gence he may have realized his pay out of it, yet voluntarily and 
by supine negligence relinquished it, the surety is discharged.” 
Fegley v. McDonald, 8 Nor. 128; citing Com. v. Vanderslice, 8 S. & 
R. 452; Everly v. Rice, 8 Harris 297; Boschert v. Brown, 22 P. F.S. 
372, and other cases. 

This familiar rule applies to banks as well as other creditors. It 
was held in Kuhns v. The Westmoreland Bank, 2 Watts 136, where 
it was ruled: “ The lien which a bank has, by virtue of the seventh 
section of the act of 21st of March, 1814, upon the stock of its 
debtor, results for the benefit of the surety of such debtor; and 
such is that resulting interest that the surety cannot be deprived 
uf it. Hence, if the bank permit the stock of such debtor to be 
sold, and its proceeds applied to discharge a debt due to the bank 
by the same debtor, which originated by a note of subsequent 
date, the surety in the first transaction will be thereby dis- 
charged.” 

Ramsay v. Westmoreland Bank, 2 P & W. 163, was a suit against 
a surety. The facts and the law of the case are sufficiently ex- 
plained in the following extract from the opinion of the court: 
“The note on which the suit was instituted had been drawn by 
William Johnson and indorsed by John Ramsey; he was then a 
mere surety, and as such entitled to be favored in the law. The 
evidence he offered was to prove, and would have proved, that a 
large balance arising on the sale of real estate of William Johnson 
was in the hands of the sheriff, which was subject and liable to 
the judgment of the bank, and would have been obtained if due 
diligence had been used. The case then, if proved as offered by 
the plaintiff in error to the court below, would have come within 
the principle stated by the present chief justice in Com v. Millar's 
Administrators, 8 S. & R. 457, ‘that no rule in equity was clearer 
than that where a creditor has the means of satisfaction in his 
hands, and chooses not to retain them, but suffers them to pass 
into the hands of the principal, the surety can never be called 
upon. Here, to be sure, the bank had not the balance actually in 
their hands, nor did they actually assent to its passing ino the 
hands of Johnson, but they might by using due diligence, and by 
doing their duty to the surety, have obtained it, and thus have 
had satisfaction fro ¢anto on their judgment from the proceeds 
of the real estate of the real debtor, and it was their duty 
to have done this. The money thus obtained from the sale of 
real estate of Johnson, on which the bank’s judgment was a lien, 
was actually brought into court. Johnson could not take it out 
of court, but the bank could have done so, and if they did 
not, they must lose it, for having had the means of payment in 
their power they could not pass them by and recover from a 
surety.” 

Ramsey v. The Westmoreland Bank was approved in the subse- 
quent case of Sztgreaves v. The Bank, 13 Wright 359, and the same 
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principle has been recognized and followed in numerous later cases, 
including fFegley v. McDonald, supra. Is it applicable to the case 
in hand? Of this we are in no doubt. The bank being indebted 
to Young when his notes matured in an amount exceeding the 
notes, the latter had the clear right to set off so much of his de- 
posit as was necessary to meet the notes. The defendant as surety 
was entitled to avail himself of Young’s right. It may be _ illus- 
trated thus: If I am the holder of A’s note indorsed by C, and 
when the note matures I am indebted to A in an amount equal 
to or exceeding the note, can I have the note protested and hold 
C as indorser? It is true A’s note is not technically paid, but the 
right to set-off exists, and surely C may show in relief of his ob- 
ligation as surety that I am really the debtor instead of the creditor 
of A. If this is so between individuals, why is it not so between a 
bank and individuals ? 

Further, the note in controversy was payable at the bank. An 
acceptance or promissory note thus payable is, if the party is in 
funds, that is, has the amount to his credit, equivalent to a check ; 
and it is in effect an order or draft on the banker in favor of the 
holder for the amount of the note or acceptance. .“/ua Nat. Bank 
v. Fourth Nat. Bank, 46 N. Y. 88. I do not understand this prin- 
ciple to be disputed. The note, therefore, was a draft on the bank 
against the deposit of the maker. It was the equivalent to a per- 
emptory order on the bank to pay, or to speak more accurately, 
to charge the notes against the deposit. And the jury have found 
that there was no direction on the part of the depositor to inter- 
fere with this. It must be conceded that if the deposit had been 
special, or if previous to the maturity of the note, any arrangement 
had been made between the depositor and the bank by which the 
bank had been forbidden to apply the money in its hands to the 
payment of these notes, the indorser would not be discharged. As 
was held in Bank v. Speight, 47 N. Y. 668: “If before the maturity 
of paper held by a bank against a depositor, an arrangement is 
made by which the bank agrees to hold the deposit for a_ specific 
purpose, and not to charge the note against it, the bank may be 
regarded as a trustee, and the deposit special. In such a case, in 
the absence of fraud or collusion, an indorser upon such paper has 
no right to require the application of the deposit toward the pay- 
ment of the paper upon its maturity.” 

Bank of Wilkesbarre v. Legrand, 13 Week. Notes 317, is not in 
conflict with this view. The precise question we are considering 
was not decided in that case. There Lowenstein had not sufficient 
funds in the bank to pay the note at the time it matured. Sub- 
sequently he made a special arrangement by which he was to con- 
tinue to do business with the bank, and it was alleged the time 
of payment had been extended. At several times after this he had 
sufficient money on deposit to pay the note. The court below sub- 
sequently entered judgment against the bank upon the ground 
principally that the indorser was discharged by the extension of the 
time, which judgment was subsequently reversed by this court. It 
needs but a cursory examination of that case to see that it does not 
rule this. 

Nor do the other cases cited by the plaintiff sustain his conten- 
tion. In Bank of United States v. Carneal, 2 Pet. 543, the question 
was whether the indorser was discharged by a failure to make de- 
mand upon the maker. The note was payable at the bank, the 
demand was made there, and it was said by Justice Story: “ Where 
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a note is payable at a bank it is his (the maker’s) duty to be at 
the bank within the usual hours of business to pay the same.” 

Strong v. Foster, 84 Eng. Com. Law 201, was not the case of an 
indorser, but of one of the makers of a joint and several promis- 
sory note who claimed to be a surety. It was at least doubtful 
whether he was a surety; his position on the note did not make 
him so, and there were no funds to the credit of either of the 
makers when the note matured. On the contrary, the balance was 
against them. The court held, under the circumstances of the case, 
that the failure of the bank to apply a subsequent deposit to the 
payment of the note did not discharge the defendant, and inti- 
mated the opinion it would not have discharged him even had he 
been a surety. 

In the National Mahatwe Bank v. Peck, 127 Mass. 302, it was ruled 
that: “ Where by express agreement, or by a course of dealing be- 
tween a bank and one of its depositors, a certain note of the de- 
positor is not included in the general account between them, any 
balance due from him to the bank when the note becomes payable 
is not to be applied in satisfaction of the note, even for a benefit 
of a surety thereon, except at the election of the bank.” The bank 
had discounted for B a note signed by him as treasurer of a town 
and indorsed by P, the proceeds of which were to be used by B 
in his official capacity. Neither the note nor _ its proceeds 
were made part of B’s personal account with the bank. At the 
time that note matured the bank held the personal note of B, 
which would mature the next day, and which exceeded the amount 
then standing to the credit of B’s personal account. . As soon as the 
personal note matured, the president of the bank directed the 
cashier to apply the balance of B’s account to the personal note. 
Three days after, P presented a check to the bank, signed by B, 
in which he directed the balance of his account to be paid on 
account of his official note. The cashier refused so to apply it be- 
cause of the direction he had received. Ae/d, in an action by the 
bank against P on the official note, that neither he nor B could 
insist that the amount standing to B’s credit at the maturity of 
the note should be applied to the payment of the note in suit. It 
will be noticed that the official note did not enter into B's _ per- 
sonal account, and that before B’s check had been presented at the 
bank the latter had applied his personal deposit in part payment 
of his personal ncte which had matured. Its right to do so is apparent. 

As the principles above indicated control this case, a discussion 
of the remaining assignments is not necessary. To avoid misap- 
prehension, it is proper to say however that the offers of testi- 
mony embraced in the first three assignments of error were irrele- 
vant, and should have been excluded. The bank was a holder for 
value, and the facts set forth in the said offers did not constitute 
a defence. But the admission of the evidence under these offers 
did no harm, and it is settled law that for immaterial errors this 
court will not reverse. Nor is it essential to criticize the admis- 
sion of the testimony in relation to the custom of the Reading 
banks to charge a note made payable at the bank against a de- 
posit standing to the credit of the maker. Such a mode of deal- 
ing could hardly have the force of a custom considered in its legal 
sense. But as a course of commercial dealing it was perhaps com- 
petent, and at most it merely showed that the banks did what 
they had a conceded right to do aside from any such custom or 
usage. Judgment affirmed. 
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LEGAL MISCELLANY. 


BANK—RECEIVER—SET-OFF BY DEPOSITOR.—The capital stock of 
the bank is the trust fund for the security and payment of the 
creditors, and it is the duty and legal obligation of the _ stock- 
holders to pay it in according to their agreement in order that it 
may be applied to the payment of the debts. A stockholder is not 
relieved from that duty and obligation by the fact that he is a 
creditor. To permit him to set-off the debt due him would, where 
the corporation is insolvent, manifestly give him a preference as a 
creditor. To this he is not entitled. It is the right of the other credit- 
ors to have him pay in the money due from him for stock as part of 
the fund for the payment of the debts. The principle has fre- 
quently been enunciated, and is established. Stockton v. Mechanics’ and 
Lab. Sav. Bank, 5 Stew. Eq. 163; Vanattav. N. J. Mut. L. Ins. Co., 4 
id.15; Sawyer v. Hoag, 17 Wall. 610; Lawrence, Recetver, v. Nelson, 
21 N. Y. 158; Wood v. Dummer, 3 Mason 308; Hillzer v. Allegheny 
Ins. Co.,3 Penn. St. 470; Grissell’s case, L. R. (1 Ch. App.) 528; 
Black & Co.’s case, L. R. (8 Ch. App.) 254. [Walliams v. Traphagen, 
New Jersey Court of Chancery.] 

OFFICERS—WHEN BANK NOT BOUND By.—Neither the president 
nor cashier of a bank organized under the laws of a State has the 
power, virtute offictz, to sell the safe of the bank for a debt of the 
bank. This court, in the case of National Bank v. Drake, 29 Kans. 
325, said: ‘‘ The directors constitute the governing body of the bank, 
the bank itself being an incorporeal entity, without power to see or 
know. The directory constitutes the visible representative, the think- 
ing, knowing, head of the bank.” Morse on Banks and Banking, 107, 
thus states the rule: “ The general control and government of all 
the affairs and transactions of the bank rest with the board of di- 
rectors. For such purposes the board constitutes the corporation, 
and uniform usage imposes upon them the general superintendence and 
active management of the corporate concerns. The cashier is the 
executive of the financial department of the bank, and whatever is 
to be done, either to receive or pass away the funds of the bank 
for banking purposes, is done by him or under his direction; he, 
therefore, directs and represents the bank in the reception and 
emission of money for banking objects. Unzted States v. Bank, 21 
How. 356; Merchants’ Bank v. State Bank, 10 Wall. 604; Com. Bank 
v. Norton, 1 Hill. 501. But neither the president nor cashier can 
impose, by his own action, on the bank any liability not already 
imposed by law or usage; nor can they bind the bank, in the ab- 
sence of authority from the directors by any agreements or con- 
tracts outside of the range of their duties. Sank v. Dunn, 6 Pet. 
51. The mere fact that they had conducted the business of the 
bank gave them no authority to make the sale. As these officers 
had no power to execute the bill of sale, and as it is not claimed 
that the directors ever ratified their act, the plaintiff below was not 
the owner of the safe at the commencement of her action. Bank 
v. Dunn, 6 Pet., supra; Bank of Metropolis v. Jones, 8 Pet. 16, 17; 
Adriance v. Roome, 52 Barb. 399; Walworth County Bank v. Farmers’ 
Loan & Trust Co., 14 Wis. 325; Chicago & N. W. Railroad v. James 
22 id. 194; Blood v. Marcuse, 38 Cal. 590; Angell & Ames on Corp., 
§ 298, pp. 322, 323. [Asher v. Sutton, Sup. Court of Kansas.] 
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TAXATION—SHARES OF NATIONAL BANK—ACT OF 1883, CH. 345— 
VALIDATING LEGISLATION.—(1) The Legislature of a State cannot 
validate a tax which is prohibited by the laws of the United States 
but it is competent for it to sanction retroactively such proceed- 
ings in the assessment of a tax as they could have legitimately 
sanctioned in advance. (2) In the Act of 1881, ch. 271, Laws of 
New York, the fatal vice was the denial of an opportunity to those 
assessed to be heard and permitted to obtain the deductions and 
corrections allowed by the general system of assessments. Albany 
City Natéonal Bank v. Maher, 9 Fed. Rep. 884. (3) The general 
rule has often been declared that the Legislature may validate 
retrospectively any proceeding which they may have authorized in 
advance; and it is immaterial that such legislation may operate to 
divest an individual of a right of action existing in his favor or 
subject him to a liability which did not exist originally. In a large 
class of cases this is the paramount object of such legislation. (4) 
If it was within the power of the Legislature to provide for the 
collection of a tax by a system which requires the taxpayers to 
pay in advance of an opportunity to be heard, .but permits them 
to have a subsequent hearing and to obtain restitution, if restitu- 
tion ought to be made, the validating Act was constitutional. Un- 
doubtedly it is beyond the power of the Legislature to validate the 
acts of taxing officers of a character which cannot be justified as 
an exercise of the taxing power; as where a part of the property 
in a taxing district should be assessed at one rate and a part at 
another, or if persons or property should be assessed for taxation 
in a district which did not include them. And it is stated in gen- 
eral terms by a text writer of high authority, that a validating Act 
cannot cure the illegality of an assessment made without any no- 
tice to the persons interested. Cooley Taxn., 227, 228. The case of 
Marsh v. Chestnut, 14 Ill. 223, and Bzllings v. Detten, 15 id. 218, are 
referred to as sustaining the proposition. These were cases where 
the curative Act was held bad for the same reason that the cura- 
tive Act of 1881 was held to be nugatory by this court, because 
it did not provide for an assessment upon notice to the taxpayer, 
and thus perpetuated the vice of the original assessment. The 
present Act, as has been said, is framed to obviate this objection. 
No adjudged case has been cited by counsel or has met the atten- 
tion of the court where such an Act has been considered. It is 
asserted in many cases that notice and an opportunity for a 
hearing of some description are matters of constitutional right; but 
it has nowhere been declared that it is indispensable that the hear- 
ing should be one in advance of the collection of the tax. The 
operation of the present Act is to preserve substantially to the 
taxpayers the right of which they were originally deprived, to give 
them an opportunity to question the justice of the assessment, 
and to restore to them the sums which were illegally col- 
lected of them. In view of the large and almost unlimited dis- 
cretion which resides in the Legislature to regulate the mode and 
conditions of taxation, it is believed to be valid and effectual to 
legalize the proceedings here. (5) In judicial proceedings due proc- 
ess of law requires a hearing before condemnation, and judgment 
before dispossession; but when property is appropriated to or un- 
der the power of taxation, different considerations from those which 
prevail between individuals obtain. It is not indispensable that a 
hearing be secured before assessment or before collection of the 
tax; but is sufficient if reasonable provision is made for a hearing 
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afterwards, a correction of errors, or a restitution of the tax or part 
of a tax unjustly imposed. [W2l/iams v. Board of Supervisors of Albany 
County. U.S. Circuit Court S. D. of N. Y., July 23. 1884.] : 


CHECK—WHEN NOT PAYMENT.—A check on a bank is not préma 
facie evidence of the payment of the original debt; and clearly a 
check drawn in favor of the debtor’s agent is not prima facie 
evidence of the payment of the debt to the creditor, even if the 
creditor assents that the check shall be so drawn. In order that 
a check on a bank shall be payment of the original debt, it must 
be agreed by the parties that it shall be such payment and be 
taken by the creditor as payment. Edwards Bills and notes, § 277 
Kermeyer v. Newby, 14 Kans. 164; AM/cCoy v. Hazlett, id. 430; Shep- 
ard v. Allen, 16 id. 182, 184; Medberry v. Soper, 17 id. 369, 375. 
[ Mullins v. Brown. Kansas Sup. Ct. ] 
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‘CASPIAN PETROLEUM. 


In an article on “The Oil Supply of the World,” in the Popular 
Science Monthly for December, the following account is given: Of the 
relative merits of Pennsylvania and Caspian oil, it may be _ said 
generally that the former yields on an average seventy per cent. of 
kerosene, with a large residuum of lubricating oil. The latter 
yields only from twenty-five to thirty-five per cent. of pure oil, and 
from twenty to thirty per cent. is refuse, only fit for fuel. But 
here nature seems to adapt her gifts to the need of the recipients, 
since the American oils flow in the heart of the forests, while in 
Central Asia the oil-fuel makes existence and travel possible. 

As regards quantity, in the.year 1872 only 212,000 barrels were 
saved from the waste at the Caspian wells. In 1881 the amount res- 
cued was 4,000,000 barrels, equal to 160,000,000 gallons. In the same 
year America produced 1,450,000,000 gallons. Commenting on these 
figures, Ludwig Nébel says that the same amount could annually be 
produced at Baku without the slightest difficulty, but that at present 
it would be useless to do so, owing to difficulties of cheap trans- 
port. As it is, great stores lie waste for lack of purchasers, and 
the amount wasted is fully equal to that which is exported. 

As regards. price, which in America has varied from tenpence to 
one penny per gallon, it has at Baku fluctuated from one shil- 
ling and eightpence to one penny. In like manner the barrel of 
forty gallons of crude petroleum, which in the days of monopoly 
sold at Baku for eight shillings, has latterly fetched fourpence, and 
by the latest accounts was further reduced to threepence halfpenny 
per ton on the spot! This is due to the enormous increase in 
the supply. Thus, last November a steady-going old well, which for 
the past ten years has been quietly yielding a fair amount of oil 
suddenly commenced to play, and thenceforth threw up a daily av- 
erage of five hundred tons! 

The supply is apparently altogether inexhaustible, for already 
twelve thousand square miles in this region have been proved to 
be oleiferous, and of this vast surface only six miles are as yet be 
ing developed. The oil-bearing stratum is found to extend be- 
neath the Caspian Sea, where it crops up in Tcheliken, a true 
isle of oil, which literally streams into the sea from hills and cliffs 
which are entirely formed of ozokerite—in other words, of crude 
paraffine. 
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FUNDING THE PUBLIC DEBT. 


The views of the Comptroller of the Currency on funding the 
National debt merit far more than a passing consideration. We re- 
produce them, trusting that they will not be thrown aside until they 
have received a thorough examination. 


The measures which were introduced at the last session of Con- 
gress, involving a funding of the public debt, provided that the 
bonds issued in exchange for those now outstanding shall have the 
same time of maturity as those for which they are exchanged. No 
provision is made by these bills to enable the Government to use any 
surplus revenue which it may desire to devote to the payment of 
the public debt, during the long periods between the maturities of 
the present four-and-one-half and four-per-cent. bonds. 

The following table shows the bonded debt of the United States 
on November 1, 1884: 








Three per cents, payable option United States...............cec cece eees $ 194,190,500 
Four and a half per cents, payable September 1, 1891.............e0e00- 250,000,000 
Pacific Railway sixes, payable January 16 and November 1, 
Dt cticales ivan eke Seabee bbencecanabbs ween wenes $ 3,002,0c0 
Pacific Railway sixes, payable January 1 and February 1, 
Dt Atie nnd chad eee neenneks nee skenedeseuenanse 000,000 
Pacific Railway sixes, payable January 1, 1897.............. 9,712,000 
Pacific Railway sixes, payable January 1, 1898....... . ..:. 29,904,952 
Pacific Railway sixes, payable January 1, 1899...........+++ 14,004, 560 
z 64,623,512 
eS GR, .. ccdntnvddnedenneddennseeeibenees 737,091,550 
oki édidbeneheadsenankedd nk. eceeenenemeniingnakneekeite 1,246,505,562 


It will be seen upon an examination of this table that there are 
$ 194,190,500 of three-per-cent. bonds now payable at the pleasure of 
the Government. These bonds will probably be paid within the 
next two years, even if considerable changes are made in the tariff; 
and from 1887 to 1891, when the $250,000,000 of four and one-half 
per cents, shown by the table mature, there will be no bonds which 
the Government can call in for redemption. No doubt the accumu- 
lation of surplus revenue, if it continues to accrue at the present 
rate during the four years between 1887 and 1891, together with the 
revenues of 1892, will be more than sufficient to pay off the four 
and one-half per cents; and from 1892 until 1907 it will be impos- 
sible for the Government to use any of its surplus revenues for 
the payment of its bonds, except at the option of their holders. 
It is apparent that the Government cannot accumulate and hold 
its surplus revenues, even during the short period from 1887 to 1892, 
without great disturbances to the business interests of the country, 
and much less can it do so during the longer period from 1892 to 
1907. 

It appears, therefore, that the foregoing considerations should be 
given due weight in any plan for the funding of the four-per-cent. 
bonds maturing in 1907, and the Comptroller therefore suggests 
that the principal difficulties of the situation may, perhaps, be ob- 
viated, as well as the reduction of interest effected, by funding these 
bonds into others which shall mature in proportionate amounts at 
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certain fixed intervals. Thus, the $738,000,000 of four per cents. 
might be funded into an equal amount of three or two-and-one- 
half-per-cent. bonds, one-fifth of which, or $ 147,600,000. to mature 
at intervals of five years, the first installment falling due July 1, 
1897, and the remaining installments of $ 147,600,000 each on the 
first of July in the last year of each succeeding period of five 
years, viz., 1902, 1907, 1912, and 1917. The average maturity of these 
five classes of bonds would be the same as that of the present four 
per cents., viz., July 1, 1907.* 

The surplus revenue could, by this plan, be used after July 1, 1897, 
and July 1, 1902, as well as after July 1, 1907, in paying the public debt; 
and it is believed that any disadvantage there might be to the Govern- 
ment in postponing the payment of one-fifth of the debt now in fours 
due in 1907 until after 1912, and another fifth until after 1917, 
would be more than offset by the benefit derived from the oppor- 
tunity of paying one-fifth after 1897, and another fifth after 1902. 
The reduction of one per cent. per annum in the interest, if threes 
be issued, would be a direct benefit to the Government in the 
same manner as provided in the Aldrich bill; but while under that 
bill the amount of premium paid by the Government to induce 
the acceptance of a three-per-cent. bond payable in 1907 for a four- 
per-cent. bond maturing at the same date will be at a fixed rate 
for the total amount exchanged, it 1s believed that in the case of 
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Note.—The Navy pension fund, amounting to $14,000,000 in three per cents., the interest 
upon which is applied to the payment of naval pensions exclusively, and $264,800 of four- 
per-cent. refunding certificates, are not included in the table. 

* While considering the question of refunding the high-rate bonds forming the principal part 
of the public debt into bonds bearing a lower rate of interest, and paying a premium to 
the holders of the former to compensate them for any disadvantage in the exchange, it is 
interesting to note that the English Government, by an Act passed at the last session of 
Parliament, provided for the conversion of a large portion of its National debt bearing in- 
terest at three per cent. into two classes of stock, bearing interest, one at two and three- 
quarters and the other at two and a-half per cent., on the basis of a difference of two per 
cent. between the threes and the two-and-three-fourths-per-cent, stock, and of eight per cent, 
between the threes and the two-and-a-half-per-cent. stock, this difference or bonus to accrue 
to the holders of the threes. 

As the English Government does not appear to have a surplus revenue available to pay 
the difference in cash, it is added to the face of the lower-rate stocks given in exchange. 
The Act which authorizes this exchange is not compulsory, and if the conversion takes 
place, it will be through the voluntary action of the holders of the higher-rate stock. The 
Chancellor of the Exchequer, however, claims that under an old law or regulation he has 
compulsory power, and can call some six hundred and twelve millions sterling of three-per- 
cent. stocks upon giving a year’s notice. Although this view is disputed, it has had the ef- 
fect to depreciate the three-per-cent. stock, and will no doubt have an effect in inducing 
holders of threes to convert on the terms offered into the. new stocks. 

The editor of the London Banker’s Magazine, in commenting upon the action of the Gov- 
ernment, remarks that “the mass of threes ( which it is claimed can be called) is so large 
that it may very probably prove a difficult matter to deal with the whole if paid off 
compulsorily,’”” Another comment is that, ‘‘had the debt of the British Government been 
divided into separate funds of moderate amount, the operation (of tunding) would have 
been comparatively an easy one. As matters stand, there will probably be great difficulty 
in carrying the operation through.’’ 

From the foregoing it appears quite evident that the successful funding of the debt of the 

United States from time to time into bonds bearing lower rates of interest has attracted the 
favorable attention of the English Government. It is particularly to be noted that the pro- 
posed two-and-three-quarters and two-and-a-half-per-cent. stocks are to mature in 1gos, that 
is, they are to become payable at the option of the Government at a fixed date twenty 
years after the date of their issue, and cannot be called before that date. This is a new 
departure in the management of the public debt of Great Britain. The attitude of the 
Chancellor of the Exchequer seems to indicate that he has particularly in view the funding 
of our fives and sixes into three and a-half per cents. in 1881. His proposed method ot 
carrying out the Act of Parliament referred to is very similar in principle to that adopted 
by Secretary Windom in 188r. 
On October 17, 1884, being the expiration of the period under which proposals were re- 
ceived by the Chancellor for the conversion of the three per cents., the total amount of stock 
of private holders that had been converted was but £9,686,000, or less than one and three- 
uarters per cent. of the entire three-per-cent. stock held by the public. It would appear, 
therefore, that the conversion of three-per-cent. English consols into stock of a lower rate o 
interest is not pees although the lower-rate stocks have a minimum of twenty years to 
run, and notwithstanding the premium offered by the Government. 
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this proposition the rather larger premium that might have to be 
paid in exchanging threes due in 1897 and tgo2 for fours of 1907 
would be more than compensated by the smaller premiums paid in 
exchanging the threes of 1912 and 1917 for the same fours. In 
other words, the aggregate amount paid in premiums in exchang- 
ing bonds under the plan now suggested would probably be not 
more, and possibly less, than fifteen per cent. 

It is important to the success of this plan that in carrying it 
into practice each holder of four-per-cent. bonds who accepts the 
proposed threes in exchange should take one-fifth of the amount 
of his fours in each class of threes. Thus, the holder of a $500 
four-per-cent. bond of 1907 would receive five three-per-cent. bonds 
of $100, each one maturing on July 1, 1897, and the remaining four 
on July 1, 1902, 1907, 1912, and 1917, respectively.* 

Whatever course may be deemed expedient by Congress in regard 
to the funding or future payment of the public debt, the Comp- 
troller is of the opinion that it is perfectly safe, and will afford 
great benefit to the public to permit an issue by the National 
banks of circulation to the extent of 1Ioo per cent. of the par value 
of the bonds deposited instead of ninety per cent., as under the 
present law, and that the present limit of issue to ninety per cent. 
of the paid-in capital stock should also be extended to 100 per 
cent. of such paid-in capital. Two of the bills already referred to 
as introduced at the last session of Congress contained these pro- 
visions. Even admitting that the bonds representing the public debt 
when funded at lower rates might at times in the future be below 
par in the market, the Government would, if forced to redeem the 
notes of insolvent National banks, always have the right to cancel 
the bonds on deposit securing the same, and: thus extinguish an 
amount of its debt equal dollar for dollar to the notes redeemed. 
It would also gain from such notes as are never presented tor re- 
demption, which form a certain percentage in the case of the cir- 
culation of each and every bank, and taking all banks together would 
form a large reserve fund. Tables in relation to this gain may be 
found in the Appendix. 

It is further submitted that the profit on circulation may be in 
creased to a point which will induce the banks to keep up their 
circulation to a maximum, and stop the contraction of their circulation 
which is now occurring, by repealing the law taxing such circulation 
at the rate of one-half of one per cent. semi-annually. This tax is 
regarded by many as only a fair bonus to the Government for the 


* A computation based upon the realized rate to the Government or any investor in four- 
per-cent. bonds having twenty-two years to run from July 1, 1885, at a market rate of 120 
indicates that the average difference in present value between three-per-cent. bonds maturing 
at the dates mentioned, and a four-per-cent. bond maturing in 1907, is about sixteen per 
cent. It is believed that the desirability of the long-time bonds for banking and trust pur- 
poses would induce the bankers and the public to make the exchange for a less difference 
than sixteen per cent., which is simply the mathematical difference. The history of securi- 
ties put out by Governments whose credit is unquestioned shows that the long-time securi- 
ties are invariably considered the most valuable, and that the premium paid for such securi- 
ties is more in proportion than would naturally be indicated by a computation based upon 
“% present realized rate of interest. 

‘he following table has been prepared by E. B. Elliott, Esq., Government Actuary, in 
order to show the difference in value between three and four-per-cent. bonds maturing at 
the periods mentioned, computing on a basis of the realized rate to the Government at 1.20 
for four-per-cent, bonds having twenty-two years to run: 


Year. Fours. Threes. Difference. 
Pia ddeesteewns weancsances deGnGue } . ( 1.0222 oo -1778 
RES ES eee o> Senéeoeere | 1.0295 ones .1705 
BQOJ ccc cece cocccccccvccccccceetcces cece 1.20 1.0359 cece - 1641 
own 656 6c8 O06 cnwons OOO8 coscccece 1.0474 amet .1586 
NPES 4008 6008 6G 6000 On 20 0004 4b cc ewes BOGS ° coe. -1538 
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privilege of issuing circulation which the banks receive from it, 
and in times when the Government needed the money and when 
the profit on circulation was comparatively great this view had 
much in its favor. But under existing circumstances* the Govern- 
ment should in justice either enact laws which will make the issue 
of circulation a real privilege, or it should remove the tax, which, 
under present iaws, is fast becoming prohibitory. As it now stands. 
the Government is exacting a bonus for a privilege which no 
longer exists, and the inevitable consequence of the continued col- 
lection of the tax without measures of relief in other directions will 
be the gradual retirement of this form of circulating medium. 

The expenses of keeping up the National banking system by the 
Government are at present paid in part from the proceeds of this 
tax and in part by assessment on the banks. If the tax be abol- 
ished, all of these expenses should be paid by the last-named 
method. Under the head of “Taxation,” on page 65, will be found 
a detailed statement of the amount received from the tax on cir- 
culation, and of the very small proportion used in payment of ex- 
penses of the Government in keeping up the system. 

In concluding this subject the Comptroller wishes to have it distinctly 
understood that he is not in favor of any measure which will cause 
inflation. He is of the opinion that the present paper aggregate circu- 
lation, made up of legal-tender and National bank notes and of gold 
and silver certificates, is ample for all the needs of business. He 
believes, however, that the sudden contraction of National-bank cir- 
culation, which, without appropriate legislation, is imminent, will se- 
riously embarrass the business of the country, and that if this con- 
traction is permitted to go on, it may result in the entire discon- 
tinuance of the issue of notes by National banks. The Comptroller 
believes that this form of currency, which can be increased or 
diminished in accordance with the natural laws which control busi- 
ness, should be continued in preference to any other now permitted 
by law. If at any time the aggregate of outstanding paper De- 
comes too great, reduction should be made by retiring the direct 
issues of the Government, in view of the fact that the most emi- 
nent authorities in finance agree that such direct issues are in the 


* The following table shows the annual percentage ot profits on circulation, at rates of in- 
terest for bank loans from five to eight per cent., based on four-percent. bonds of 1907, 
having twenty-two and a-half years to run, the average market price for the year being 
1.215529, and based on four-and-a-half-per-cent. bonds having seven years to run, the average 
market price for the year being 1.127131. There are three rates of profit shown on each 
class of bonds, each derived by a different method of computation. The method by which 
the first figures in each case are obtained assumes that the premium paid would be made 
up by a sinking fund at compound interest, and also that the five-per-cent. redemption fund 
which banks are required to keep is no charge on circulation account. 

The second figures are obtained assuming a sinking fund similar to that in the first method, 
but that the five-per-cent. fund is a charge on circulation account, and reduces the loanable 
circulation. 

The third figures are obtained by a method which assumes that the premium is reduced 
by charging off an equal proportion each year, according to the time the bonds have to 
run, and that the five-per-cent. fund is no charge on circulation. The figures generally 
show that under average conditions a National bank issuing circulation, based on either four 
or four-and-a-half-per-cent. bonds, at ordinary rates of interest for bank loans, receives an av- 
erage profit of not more than one-half of one per cent. 


Profit with Profitwith Profitwith Profit wih 

Classes of bonds. loans at 5 loans at6 loans at7 loans at 8 

per cent. per cent. per cent. per cent. 

coos §©=6 OBE www. «=. . GO eee. 100980 .... 00168 

Fours of 1907 se00 , oeee | eee -OOI2ZE sees . 00000 
.oo1rk .... -<COOO0O «+++ 00000 

cece coce §©=6. © wwe «= OGD cee -00337 

Four and a halfs of 1891 ioe ccce cO0QI0 2... -COBSK ooee 00018 
.00350 .... .00145 «+++ 00000 
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long run highly detrimental and fraught with danger. A bank cir- 
culation as well secured and convenient as that of the banks in 
the National system, with a credit so deservedly well established in 
the minds of the people, should not be permitted to go out of ex- 


istence. 





OUR SHIPPING INTEREST. 


The recent report of the Secretary of the Treasury contains the 
following remarks on the improvement of American shipping, a 
topic just now of unusual importance, and which we have discussed 
elsewhere. 


In direct connection with the condition of our foreign trade is 
the condition of our merchant service. The causes of the decline of 
our shipping are so well understood that any remarks on this point 
are quite unnecessary. The humiliating fact stares us in the face 
that while the United States not many years ago led all nations in 
ship-building, and was second only to Great Britain in ocean ton- 
nage, it has almost ceased to be recognized as a maritime power; 
that nearly all of our agricultural productions and manufactured 
goods which find a ‘market in Europe or South America and the 
articles received in exchange for them are carried in foreign ships; 
that the many thousands of Americans who annually visit Europe 
on business or for pleasure go and come in European steamers; that 
large foreign steamship lines are in fact supported .by the people of 
the United States. All this is not only humiliating to our National 
pride, but it stands in the way of the improvement of our foreign 
trade. In his report to Congress under date of the third of Decem- 
ber, 1866, the Secretary used the following language: 

“It is a well established general fact that the people who build 
ships navigate them, and that a nation which ceases to build ships 
ceases, of consequence, to be a commercial and maritime nation. 
Unless, therefore, the causes which prevent the building of ships in . 
the United States shall cease, the foreign carrying-trade even of its 
own productions must be yielded to other nations. To this humili- 
ation and loss the people of the United States ought not to be sub- 
jected. ‘If other branches of industry are to prosper, if agriculture 
is to be profitable, and manufactures are to be extended, the com- 
merce of the country must be restored, sustained and increased. The 
United States will not be a first-class power among the nations, 
nor will her other industrial interests continue long to prosper as 
they ought, if her commerce shall be permitted to languish.” 

If this language was true then, it is certainly true now. Eighteen 
years have passed since it was uttered. There has been in the mean 
time an enormous increase of our population and National wealth, 
but no improvement whatever in our foreign shipping interest. Not 
-_ does this important interest remain well-nigh lifeless, but the 
difficulties in the way of restoring its vitality have been greatly in- 
creased by the immense capital since then invested by foreign 
steamship companies, which control and practically monopolize the 
carrying-trade between this and other countries, and these difficul- 
ties will become every year more and more formidable until reme- 
dial measures are adopted by Congress. When the nature of the ob- 
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structions in the way of a revival of our shipping is fully investi- 
gated, the cost of building ships in the United States will not, I 
think, be found to be a serious one. I am convinced that if the 
duties upon the foreign materials used in the construction and out- 
fit of iron ships were removed, they could be built and fitted for 
sea as cheaply in the United States as in Scotland. Manual labor, 
it is true, is much cheaper in Scotland, but it is less efficient. Be- 
sides, most of the work in iron-ship building is done by machinery, 
in the invention and use of which Americans excel. Scores of things 
are done in Glasgow shipyards by hand which in the United States 
would be done by machinery. 

Fifty years ago the United States excelled all nations in ship- 
building. Not only were we able to supply the home demand, but 
large numbers of ships were built for foreigners in the shipyards, 
which lined the coast from Delaware Bay to Eastport. Our supe- 
riority in shipbuilding then was owing to the facts that our forests 
abounded in timber of the best qualities, and that our carpenters 
were skillful in the use of it. Since then iron has been substituted 
for wood in the construction of steamships. But are not our iron 
and coal fields as productive and accessible as those of any other 
country? Are our machinists less skilled in the use of machinery 
than were our ship-carpenters in the use of the axe and the saw? 
As far as materials for building ships and skill in the use of those 
materials are regarded, Great Britain has no advantage over us; on 
the contrary, is not the advantage on our side? Apprehended dif- 
ficulties are magnified until they are encountered. When steel rails 
were in demand beyond the home supply at $75 per ton, and 
many were imported, subject to a duty of $28 per ton, who would 
have dared to express the opinion that in four years they could be 
made in this country at less than $30 per ton, with a profit to the 
makers ? 

The obstacles in the way of a restoration of our foreign shipping 
will not, I conceive, be found in the cost of ships which are to be 
built in the United States, but in the absence of demand for 
them. If our navigation laws were so modified that American reg- 
isters could be granted to foreign-built ships for foreign trade, 
there would be little, if any, improvement in our shipping interest. 
Such modification some years ago might have done something to 
prevent decline; it would now be insufficient to restore. The great 
and profitable carrying-trade between the United States and Eu- 
rope has been permitted to pass into the hands of the shipowners 
of other nations. So complete is their control of it, so large is 
the capital invested in it, and so sharp and persistent would be 
the contest if we should attempt, without Government aid, to share 
in it, that our capitalists would not compete for it. There is, in 
my opinion, no prospect whatever that the United States will ever 
share to a considerable extent in the foreign carrying-trade without 
Government aid. It is for Congress to determine whether this aid 
shall be granted, or whether our foreign shipping interest shall re- 
main in its present death-like condition. The let-alone policy has 
been tried for many years, during which our ships have been swept 
from the ocean, and we pay every year many millions of dollars to 
foreign shipowners for freights and fares. Ought this condition of 
things to be continued ? 

Entertaining these views, I do not hesitate to express the opin- 
ion : 

First.—That without Government aid to United States steamship 
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lines the foreign carrying-trade will remain in the hands of for- 
eigners. 

Second.—That as we ought to have an interest in the business 
which we create, and as the restoration of our shipping interest 
is important, if not essential, to the extension of our foreign trade, 
subsidies in the form of liberal payments for the transportation of 
mails or in some other form should be offered as an inducement to 
investments of capital in steamships. 

The amount of necessary aid would be insignificant in comparison 
with what has been granted to manufacturers by protective duties, 
and nothing would be paid until the services were rendered. If 
the subject were investigated, it would be found that all the Eu- 
ropean steamship lines that led the way in the great traffic b 
steam power have received Government aid. It is admitted that all 
protective duties and subsidies are inconsistent with the teachings of 
political economy, but, true as these teachings may be in the ab- 
stract, they are disregarded by all nations when they stand in the 
way of National welfare. No rules are equally applicable to all na- 
tions, nor to the same nation in the different stages of its growth. 
Political economy is not one of the exact sciences. It is rather 
adaptive than exact, and all nations so regard it. 

Protective duties were undoubtedly needed to induce investment 
in cotton, iron and woolen mills, and what not, in the various 
lines of our manufacturing industry. Whether or not protection 
has been extended too long or too far, and to what extent it now 
stands in the way of other great interests, are questions that can 
only be settled by full investigation. Government aid is now 
needed to induce investment in shipping. To what extent and tor 
what period this aid should be granted must: be settled in the 
same way. 

It is to be regretted that the United States is not in a condition 
to ‘participate in the trade which is soon to be opened with the in- 
terior of Africa. 

The attention of Congress is asked to the following table and 
statements, which exhibit the present condition of our shipping in- 
terest, and which refer to the relief already obtained by recent 
legislation, and to the further relief which is required aside from 
the question of subsidies : 


TONNAGE OF VESSELS OF AMERICAN OWNERSHIP. 


The tonnage of vessels owned in the United States at the close 
of the fiscal year 1884, according to the records of the Bureau of 
Navigation, was 4,271,228.76 tons. Of this amount 1,304,220.67 tons 
were in 2,127 vessels registered for the foreign trade, and 2,967,- 
008.09 in 22,055 vessels enrolled and licensed for the coasting trade 
and fisheries. There was an increase of 2,126 tons in vessels in 
the foreign trade, and 33,616 tons in domestic trade. The following 
table shows the number and tonnage of vessels built and documented 
during the last fiscal year: 








- Tonnage—— 

Kinds. Number. Gross. Net. 
Sailing-vessels....... 706 sens 120,620 88 valid 114,667 82 
Steam-vessels........ 410 sien 91,327 47 66a 68,095 93 
Canal-boats......... a © ate 3459 43 eee 3,204 18 
eh alti did naan 41 ial 10,709 22. sj 9,834 53 








225,514 00 195,862 46 
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DISTRIBUTION OF THE CARRYING TRADE. 


Of the merchandise imported at seaboard, lake and river ports 
during the fiscal year 1884, an amount equal in value to $152,- 
201,729 was imported in American vessels, and in value to $ 526,- 
379,213 in foreign vessels. ‘The merchandise exported in American 
vessels had a value of $112,520,723, and the merchandise exported 
in foreign vessels was valued at $667,739,372. Of the combined im- 
ports and exports of merchandise, about seventeen and a-half per 
cent. was conveyed in American vessels, and about eighty-two and 
a-half per cent. in foreign vessels. 

Under the act of June 5, 1884, and the provisions of the ship- 
ping bill of June 26, 1884, a Bureau of Navigation has been estab- 
lished in this Department. The employees thereof, with the excep- 
tion of the Commissioner, have been detailed from other offices. 
There have been assigned to the bureau the duties relating to 
navigation hitherto performed in the office of the Register of the 
Treasury, the Bureau of Statistics, and of the Secretary; the ad- 
ministration of the provisions of the act of June 26, cited above, 
relating to the preparation of an annual list of merchant vessels of 
the United States; the discharge of seamen abroad; the payment 
to them of extra wages; the survey of ships; the collection of ton- 
nage-tax; and the entry of vessels into ports subject to quarantine; 
also, cases arising under the provisions of Titles XXXIV., XLVIIL., 
and LVIII., Revised Statutes, and other laws concerning naviga- 
tion and statements of tonnage; the documenting of vessels, the 
naming of them, and granting them official numbers and signal let- 
ters; their entry clearance, and movements; the issue and preserva- 
tion of marine documents; and also the administration of the pro- 
visions of Title LIII., Revised Statutes, and of the shipping act, 
relating to the shipment of seamen and the government of the 
shipping offices at the various ports of the United States. The 
bureau is now in successful operation, and the cohsolidation therein 
of the duties formerly incongruously distributed among several divi- 
sions of the Treasury Department prevents some confusion and du- 
plication of work, which could not be avoided under the old sys- 
tem, and tends to economy and efficiency. 

While the provisions of the new shipping act changing the tonnage- 
tax on vessels, so that a portion only of the former tax need be paid 
on any one entry, will materially reduce the entire amount of tax 
collected, they will give needed relief to sailing vessels, which formerly 
were required to pay as much per ton on a single entry within a 
year as was paid by steam vessels on the many entries they some- 
times made within that time. 

The provisions of section 27 of the shipping act of 1884 forbid- 
ding the payment of advance wages to seamen have led to much 
opposition from keepers of sailors’ boarding-houses, and_ so-called 
runners, whose business has been injuriously affected, aad the law 
has been enforced with some difficulty. It is understood, however, 
that ships have generally been able to obtain crews, and that the 
repeal of the law is not required by the necessities of commerce. 
A similar law exists in Great Britain. That, in both countries, 
it is sometimes evaded is’ unquestionable. I am not prepared to 
say that a modification of the statute so as to allow a half 
month’s advance might not, in some cases, be beneficial to the sea- 
man. 

Complaint has been made that the compensation allowed to mas- 
ters of vessels by section 12 of the act of June 26, 1884, for bring- 
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ing home destitute American seamen, is inadequate. The section al- 
lows not exceeding $10 for a voyage of thirty days, and $20 for a 
longer voyage; but if the men are so disabled or sick as to be unable 
to perform duty, additional compensation may be allowed by the 
First Comptroller of the Treasury. 

By the reduction of tonnage-dues, relief from the necessity of 
carrying mails, the abolition of the system of extra wages to sea- 
men, except in certain cases, the removal of consular fees for ser- 
vices to vessels and to seamen, the repeal of the laws imposing 
marine-hospitai tax, the right to withdraw supplies for, and mate- 
rial for the building and repairing of, vessels free of duties, the 
limitation of the liability of ship-owners, the right to ship seamen 
for stated periods, or for foreign ports, and the right to deliver 
cargo, in certain instances, at places not ports—all of which privi- 
leges and benefits have been conferred by recent legislation—the 
burdens of ship-builders, and of persons interested in shipping, have 
been somewhat lightened, and our navigation has been placed, as 
regards the expense of carrying it on, more on a footing with that 
of foreign countries. Other antiquated restrictions on our maritime 
commerce, such as the division of the Atlantic coast into two great 
coasting districts, and the limitations as to the quantity of duty- 
paid cargo which may be carried in coasting vessels, might well 
be abolished. Matters of pilotage should be regulated by Congress, 
in such a manner that the system shall be uniform. At present 
each seaboard State has its separate rules, which, in some cases, 
are burdensome to commerce. 

In this connection, the importance of a fleet of vessels engaged 
in commerce in time of peace as a training-school for sailors, and 
as a preparation for war by their easy conversion into armed 
cruisers or transport vessels, should not be overlooked. So much 
importance was formerly attached to this idea that Congress for 
a long series of years appropriated a bounty to vessels engaged 
in the fisheries, for the express purpose of encouraging ship- 
building and the training of seamen, and in the late civil war im- 
mense advantage to the Government was derived from the ready 
enlistment in the Navy of seamen trained in the merchant ser- 
vice. 

Great Britain, with her two hundred thousand merchant seamen 
and her immense fleet engaged in the transportation of merchandise 
and passengers in all parts of the world, may serve our country in 
this view, both as a warning and as an example. 





¢ 
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INTERNATIONAL EXCHANGES.—In El Paso, Texas, a Mexican dollar is 
worth eighty-five cents. In El Paso del Norte, just across the river, in 
Mexico, an American dollar is worth eighty-five cents. It is related in the 
daily press that not long ago a cowboy took a fifteen-cent drink of whiskey 
in an El Paso saloon, and, tendering an American dollar, received for change 
a Mexican dollar, equivalent there to eighty-five cents. He then crossed 
over to the Mexican town, took another drink of the same stuff, and passed 
over the Mexican dollar, receiving for change an American dollar, equivalent 
there to eighty-five cents. He continued this operation all day, and at night 
was found dead drunk with his original dollar in his pocket ! 
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INOUIRIES OF CORRESPONDENTS. 
ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE, 


I. RESPONSIBILITY OF BANK FOR COLLECTING AGENT. 

Referring to your reply in December number of Magazine (p. 467) hold- 
ing it to be the better rule that a collecting bank is only responsible for 
proper care in the selection of an agent, is not this question decided in the 
opposite way by the United States Supreme Court. See page 450 of same 
number ? 

They hold in two cases that the collecting bank is responsible for the 
negligence of its agent. Is it not then responsible if he prove insolvent? 
And if so, will not this decision overrule the conflicting decisions of the lower 
courts ? 

REPLY.—The opinion of the Supreme Court of the United States in the 
recent case of Exchange National Bank of Pittsburgh v. Third National 
Bank of New York, referred to by our correspondent. has been published in full 
in the Federal Reporter, number of December 13th, 1884, and fully sustains 
the view of the matter suggested by him. As all our readers who are fa- 
miliar with the subject, are aware, the question whether a bank, which re- 
receives for collection negotiable paper payable at a distant place, is responsible 
for the acts of its agents or correspondents to whom it sends the paper for 


presentment upon the parties liable thereon, is one upon which the courts 
of the different States have long been divided. It has seemed to us that 
the reasons given in favor of, what may be called, the Massachusetts doctrine, 
because first adopted by the courts of that State, according to which the 


collecting bank is not responsible, ii it has used reasonable and proper care 
in the selection of its agents or correspondents, are the better reasons, and 
we have accordingly hitherto followed the rule thus stated in answering in- 
quiries in this department of the Magazine. In this case, however, the Su- 
preme Court of the United States has, we believe, for the first time, declared 
that the law is otherwise, and has followed the other rule, which may be called the 
New York rule, having first been adopted by the courts of this State. The case is 
one of the greatest importance, because it fixes for the future the rule of decision 
in all the United States Courts; and the State Courts, which have heretofore de- 
cided differently, may be induced by their respect for the authority of this 
decision, and their desire for uniformity in the law, to overrule their own 
previous decisions. Whether or not they will do this remains to be seen. 
They are not obliged to do so, and so far as they decline to do it, they 
will merely furnish another instance of the curious anomaly, frequently pre- 
sented under our system of Government, of two courts sitting side by side 
in the same State and administering different rules of law upon the same 
question ; so that the rights and liabilities of a party frequently depend 
upon the accident which may determine his right to litigate them in either 
court. At any rate this decision will at once put the question at rest throughout 
the greater part of the United States, and is of the greatest interest and im- 
portance to all bankers. We shall publish a copy of it in this Magazine at 
an early day. 
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II. COMPUTATION OF INTEREST ON PARTIAL PAYMENTS. 

Enclosed find copy of note with indorsements, with two different compu- 
tations of interest. The second claiming to be the rule as laid down by the 
Supreme Court of the United States, adds the interest to the principal at 
the time of each payment, and then deducts the payment. Which is correct? 
$ 1,000. DENVER, Col., December 4, 1883. 

One year after date, for value received, I promise to pay to the order of 
John Jones, One Thousand Dollars, at the Bank of Denver, with interest at 


ten per cent. per annum. RICHARD ROE. 
February 4, 1884, Received $100 
May 4, ‘6 ‘6 500 
August 4, “* ws 100 

First Interest Computation. Second Interest Computation. 

On $1000 Nov. 4 to Feb. 4, $25 | On$1000 Nov. 4 to Feb. 4, $25 
‘¢ goo Feb. 4 ‘‘ May 4, 22.50 ‘“* 925 +4=Feb. 4 ‘°° May 4, 23.75 
‘¢ 400 May 4 “** Aug. 4, 10 ‘* 448.75 May 4 ‘‘ Aug. 4, 11.20 
‘* 300 Aug. 4 ‘* Nov. 4, 7.50 ‘* 359-95 Aug. 4 ‘‘ Nov. 4, 8.97 
“6 365 Nov. 4 ‘* Dec. 4, 3.04 - 368.92 Nov. 4 ‘* Dec. 4, 3.07 
Amount due December 4, $ 368.04 Amount due December 4, $371.99 





REePLY.—The rule for casting interest in a case of partial payments is 
thus stated in the case of Dean v. Williams, 17 Mass. 417, which is cited 
as an authority in Sedgwick on Damages. 

‘‘Compute the interest on the principal sum, from the time when the in- 
terest commenced to the first time when a payment was made, which exceeds 
either alone, or in conjunction with the preceding payments, if any, the in- 
terest at that time due; add that interest to the principal, and from the 
sum subtract the payment made at that time, together with the preceding 
payments, if any, and the remainder forms a new principal, on which com- 
pute and subtract the interest, as upon the first principal; and proceed in 
this manner to the time of the judgment.” The second method is therefore 
the correct one. The decision of the Supreme Court of the United States 
referred to is probably Story v. Livingston, 13 Peters 371, which holds the 
same doctrine. 


III. Novres PAYABLE ON OR BEFORE A CERTAIN DATE. 


Is a note negotiable when drawn payable ‘‘on or before” a certain date? 
Can the holder demand payment at any time previous to the latter date 
mentioned? Can the promisor claim the right to pay before this date? 


RepLty.—The definition of a negotiable promissory note requires it to be 
payable at a certain time. A note written as above, is payable at the date 
named in it, or at any earlier time, when the maker may choose to pay it. 
The time when the note will become payable depends upon the option of the 
maker, and is necessarily uncertain, because he may elect to pay at any time. 
It is, therefore, not within the definition. See Stultz v. Silva, 119 Mass. 
137, Mahoney v. Fitzpatrick, 133 Mass. 151, cases directly in point. We think 
the proper construction of such a note is that it is payable before the date 


named in it at the option of the maker, not of the holder. 
s —_———_—. 


IV. SURRENDER OF BILLS OF LADING. 


Is a bank legally justified in surrendering a bill of lading, upon the ac- 
ceptance of a time draft, if not instructed to the contrary? 


RepLy.—It is. The subject will be found fully discussed in the case of 
National Bank of Commerce v. Merchants’ National Bank, 91 U. S. 92. 


35 
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V. CAN DIVIDENDS ON STOCK BE APPORTIONED ? 

October 1, 1883, we issued certificates of stock, 90 per cent. paid up. 
June 1oth, 1884, owner died, willing stock to his son as ‘‘twenty shares of 
stock.” July 6, 1884, executor made distribution of property to heirs. Au- 
gust I, 1884, dividend of ten per cent. was declared, and assessment of ten 
per cent. made, payable at once. Who receives earnings on stock from 
date of certificate, October 1, 1883, to death of owner, and from ‘death of 
owner to distribution of property? Does it follow the stock or belong to the 
general estate? In short, does the estate have any interest in the bank not 
covered by the stock and belonging to the son? The wording of the will 
being ‘‘twenty shares of stock.” 

REPLY.—The dividend cannot be apportioned. It follows the stock, and 
belongs to the person who is owner of the stock when the dividend is de- 
clared. Some of the reasons for this are thus stated by the Supreme Court 
of Massachusetts, in giving its opinion in a very similar case, Foote Appel- 
lant, 22 Pick. 304. ‘*‘ The dividend is incapable of being apportioned. How 
much was earned before and after her (a life tenant’s) death, what amount 
of bad or doubtful debts existed at one period and what at another, cannot 
be ascertained. Whether any dividend would be -declared at the end of the 
next half year the officers of the bank themselves could not know, at the 
time of her decease. If, in former dividends, the officers had trenched upon 
the capital, as sometimes has been done, still the legatee would have been 
entitled to all she had thus received, although it would have left the stock 
for the heirs of less than its par value. So if they had divided less than 
the actual acquisitions, the heirs would have had the benefit of the reserved 
fund in the increased value of the stock, and she could have obtained no 
more than the dividends made. ‘The acquisitions of banks and other simi- 
lar corporations are mere incidents of the capital stock, and undistinguish- 
able and inseparable from it till set apart by the declaration of a dividend 
by its authorized officers. They pass with the stock in all transfers of it. 
The regular income of bank stock consists of the dividends duly declared 
upon the shares, and this is all which can pass under a gift of ‘the use’ 
of it. And we are of opinion that the executor of the widow was not en- 
titled to any part of the dividend made after her decease. She had no 
claim upon the bank during her life, and whether she ever would have was 
uncertain at the time of her death.” 


a 


BILL FOR RETIRING TRADE DOLLARS.—That until January rst, 1886, 
United States trade dollars shall be received at their face value in payment 
of all dues to the United States, and shall not be again paid out, or in any 
other manner issued. 

Sec. 2. That the holders of any United States trade dollars, on present- 
ation of the same at the office of the Treasurer, or any Assistant Treasurer, 
of the United States, may receive in exchange therefor a like amount and 
value, dollar for dollar, in standard silver dollars of the United States. 

Sec. 3. That the trade dollars received by, paid to, or deposited with, the 
Treasurer, or any Assistant Treasurer, or National depositary of the United 
States, shall not be paid out, or in any other manner issued; but, at the 
expense of the United States, shall be transmitted to the coinage mints and 
recoined into standard silver dollars. 

Sec. 4. That all laws and parts of laws authorizing the coinage and is- 
suance of United States trade dollars are hereby repealed. 

















SAVINGS BANKS OF MASSACHUSETTS. 





SAVINGS BANKS OF MASSACHUSETTS. 


The annual report of the Savings Bank Commissioners of Massachusetts 
shows all the banks to be in good condition with a single exception, in the 
case of a bank temporarily enjoined and now being wound up. Following are the 


COMPARATIVE AGGREGATES —(Cents omitted). 
1833—168 danks. 1884—168 banks. 


BO GE GUT GODONIB so ccc tec coessces ‘pikesexwuee 806,01I0_—i«... 826,008 
ES TOE ee a $ 252,607,593 -.- $262,720,146 
No. of deposits (including dividends). ............. 948,091 .. 850,824 
REE RS Ree ey ee $ 58,543,882 .. $59,613,618 
No, of deposits of and exceeding $300 at one time.. 38,027... 38,852 
ec aiind en 0 t6bes ise naede conse .e+ «+ $21,484,966 .. $22,000,758 
No. of withdrawals.......... ite ti onteadkeebeee 480,225... 529,886 
Amount of same.......... ‘Gene iwekdinadeekonsanania $47,156,917 .. $49,066,544 
A A se in nd ble ed aie Smee oaks 393,514 .«. 124,975 
No. of accounts closed............. oe abedeasin 95,008 .. 105,297 
enewet of enepees Om Rand ..... .. .....-.-cccesess $5,240,959 .. $ 5,247,371 
Amount of guarantee fund......... cas sc: cece iw 4,800,295 .. 5,092,504 
ee ited 2 6's maken anal kak 36,453,978 ... 40,510,314 
Loans on public funds............... é aheean wens 744,459 —=s«««« 696,240 
Uda eehNdeeedd nt ¥i0s Geer edne dues , 25,453,702 ~«.. 25,874,035 
so oss aids a ARREARS | eR 1,3t3,910_.. 1,384,100 
Deposits in banks bearing interest . . ............ 11,682,959. 8,857,779 
iE eke Mawes ke acewke Meda eee 11,575,639 - 13,808,172 
Invested in real estate........... errer awa én maeal 2,309,505 .. 2,378,237 
Real estate by foreclosure: ..... 2... 0000 2. s cccccces 5,733,049 .. 4,184,236 
Loans on mortgages of real estate.................. 92,300,016... 98,979,283 
Loans to counties, cities or towns...... ....... on 9,895,044 .. 10,079, 112 
Loans on personal security.............06. - ae wktenle ‘ 61,677,304 .. 62,793, 300 
i i aN al aaa a kein te wield ie-aie wath 1,243,918 .. 1,212,792 
Average rate of ordinary dividends................. 4.09 percent. .. 4.15 percent. 
Aggregate amount of earnings............ «2.2.00. $13,087,208 .. $13,575,047 
Aggregate amount of ordinary dividends... ....... 9,535,391. 9,877,713 
Number outstanding loans exceeding $3,000........ 35,062 , 37,700 
LEE EGET TIT $ 37,404,316 .. $40,365,675 
Annual expenses of the corporations............. en 650,247... 658,690 


The figures in the preceding table show an increase in these items: Num- 
ber of open accounts, 19,998; amount of deposits, $10 112,553; amount (in- 
cluding dividends) of deposits made during the year, $1,069,735; number of 
deposits of and exceeding $300 at one time, 825; amount of same, 
$515,791; number of withdrawals, 49,661; amount of same, $1,909,627; 
number of accounts opened, 2,161; number closed, 9,689; amount of surplus 
on hand, $6,411; amount of guarantee fund, $892,208; public funds, $4,046,- 
326; bank stock, $220 272; loans on bank stock, $70,189; railroad bonds, 
$ 2,232,533; invested in real estate, $68,671 ; loans on mortgages of real estate, 
$6,619,266; loans to counties, cities or towns, $184,068; loans on personal 
security, $1,115,936; average rate of ordinary dividends, .06 per cent. ; aggre- 
gate amount of earnings, $487,838; aggregate amount of ordinary dividends, 
$ 342,322; number of outstanding loans exceeding $3.000, 2,044; amount of 
same, $2,961,359; annual expenses of corporations, $8,442. Decrease—Num- 
ber of deposits (including dividends) during the year, 97,267; loans on public 
funds, $48,219; deposits in banks bearing interest, $2,825,179; real estate by 
foreclosure, $1,549,413; cash an hand, $31,126. 

The percentage of earnings to total amounts was 4.94. The rate of ordi- 
nary dividends paid by 167 banks was as follows: 2 at 3 per cent.; 3 at 
3% per cent.; I17 at 4 per cent.; 2 at 4\y% per cent.; I9 at 4% per cent. ; 
4 at 434 per cent.; 20 at 5 per cent.; I—no dividend. ‘The latter bank was 
temporarily enjoined, and is now being wound up by its officers. 
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BILL TO SUSPEND SILVER COINAGE.—Representative Buckner, of Missouri, 
chairman of the Committee on Banking and Currency, introduced on Decem- 
ber gth the following bill to suspend the coinage of the silver dollar: 

SECTION I. That so much of the act entitled ‘‘An act to authorize the 
coinage of the standard silver dollar and to restore its legal-tender character,” 
passed February 28, 1878, as authorizes and directs the Secretary of the 
Treasury to purchase, from time to time, silver at the market value thereof, 
not less than two millions’ worth per month-and not more than four million 
dollars’ worth per month, and cause the same to be coined monthly, as fast 
as so purchased, into standard silver dollars, and which appropriates out of 
any money in the Treasury not otherwise appropriated, a sum sufficient to 
carry out the said provision as to the coinage of the standard silver dollar, 
be and the same is hereby suspended for the term of three years from the 
4th of March, 1885. 

SEc. 2. That immediately after the taking effect of this act the President 
shall open correspondence with the Governments of Great Britain, Germany, 
and the members of the Latin Union, so called, and with such other Euro- 
pean and American Governments as he may deem advisable, and urge upon 
them the desire of the Government and people of the United States for the 
establishment of a common ratio between gold and silver, and by interna- 
tional agreement securing fixity of relative money value between these metals, 
and whenever any three of the European Governments, including that of Great 
Britain, shall concur in the importance and propriety of such international 
agreement, the President is directed to invite a conference, at such time and 
place as may be agreed upon, of delegates from the said several Governments 
of Europe and America. 

Sec. 3. The President is authorized to direct any three of the American 
Ministers accredited to the Courts of Europe to represent the United States 
in such conference as he may, by and with the advice and consent of the 
Senate, appoint not more than three special commissioners to attend said con- 
ference, who shall be paid the same compensation as provided in the act 
aforesaid, of February 28, 1878, and the amount necessary to pay said com- 
pensation and the reasonable expenses of such commission, is hereby appro- 
priated out of any money in the Treasury not otherwise appropriated. 


NEw YorK City.—The banking house of Opdyke & Co. suspended 
payment on December 8th, and made an assignment to William Peet, of 20 
Nassau Street. Their embarrassment is said to have been the sequence of 
losses following the panic of 1873. It is hoped that the firm will pay a 
large dividend to their creditors. Their reputation has always been high, 
and much regret at their trouble is expressed. 

THE AMERICAN EXCHANGE IN EuroPpE.—Mr. Samuel H. Kennedy, Presi- 
dent of the State National Bank, New Orleans, has been appointed director 
of the American Exchange in Europe (Limited), and the State National 
Bank has been appointed the agency of that corporation at New Orleans. 
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THE UNDERSIGNED, in retiring from his connection with the BANKER’s 
MAGAZINE to engage in other business, desires to express to its patrons his 
appreciation of the cordial relations that have existed with them, and of the 
many friendships that have followed. He extends to each and all his best 
wishes for a Happy New Year. BENJAMIN HOMANS. 

NEw YorK, December 31, 1884. 
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MAINE SAVINGS BANK INVESTMENTS.—The honorable F. E. Richards, of 
Camden, State Examiner of Savings Banks, says he considers the Savings 
bank laws of Maine about as nearly perfect now as they can be. The fa- 
vorite investment of Maine Savings banks now, Mr. Richards says, is a first 
mortgage bond of a railroad having an indebtedness of not over $25,000 a 
mile. At one time the most popular investment was Western municipal 
bonds, but the defaulting by Evansville, Ind., of $1,300,000 of city bonds. 
gave that species of investment a blow from which it has not recovered. 
Two hundred thousand dollars of these bonds were held by Maine Savings: 
banks, and no way has yet been devised to enforce the collection of judg- 
ments. These bonds were held by rich banks—such as the Portland and 
Augusta Savings banks—which can charge the loss off without feeling it. 
Mortgages on real estate are less popular with the Maine Savings banks than 
they used to be. In the flurry of a few years ago they were too hard to 
convert into cash.—Lewistown Journal. 

New HAmMpPsHIRE.—Hon. Clinton W. Stanley, one of the justices of the 
New Hampshire Supreme Court, died December 1, at Manchester, aged fifty- 
four years. Judge Stanley was a native of Hopkinton. Entering Dartmouth 
College, he graduated in 1849 with high honors, and immediately commenced 
the study of law. After being admitted to the bar he had a very successful 
practice until 1874, when he accepted the appointment of associate justice of 
the Circuit Court, and subsequently became justice of the Supreme Court, a 
position he filled with conspicuous ability till his death. He had been com- 
mssioner, President of the City National Bank of Manchester, and was a 
trustee of Dartmouth College. 

NEw YorK.—The report of the special examiner on the condition of the Mid- 
dletown National Bank, of Middletown, N. Y., says that its books on Novem- 
ber 28, 1884, indicated liabilities other than those to stockholders, as follows: 
Due to depositors, $423,689 ; due to National banks, $64,083 ; contingent lia- 
bility on account of B. D. Brown’s drafts, $170,499. Total, $658,272.55. 

Per contra the banks had nominally notes and bills discounted $ 443,917 ; 
overdrafts, $57,882; stocks, bonds and mortgages, $142,091; due from Na- 
tional banks, $2,721; real estate, $33,796; checks and cash items, $77,924; 
cash on hand, $12,712; redemption fund with Treasurer of United States, 
$8,000; excess of United States bonds over circulation, $20,000. Total, 
$ 799,046.60. 

‘The examiner estimates the present liabilities to be about $658,000, and 
approximate assets about $ 440,000. 

Mount Vernon.—John M. Masterton and Philip Lucas, Jr., members 
of the suspended banking firm of J. M. Masterson & Co., at Mount Ver- 
non, New York, have been indicted for larceny in the first degree for hav- 
ing received money from depositors and persons doing business with them 
when they “were fully aware of their insolvency. The indictment contains four 
distinct counts. 

OnH10.—Raymer, Seagraves & Co., bankers, of Toledo, made an assignment 
on December 5th to E. H. Rhoades. Their secured liabilities are reported 
to amount to nearly $250,000, the unsecured to $150,000. The private de- 
posits, it is said, did not exceed $10,000. The failure is the result of the 
firms joining several syndicates in the purchase of real estate ten years ago, 
which purchases the firm has been largely obliged to assume and carry for 
several years. They say that no uneasiness need be felt by parties interested 
in loans placed by them. Depreciation in the value of real estate has finally 
compelled suspension. 

MARRYING ON A SMALL SALARY.—The London and Provincial Bank has 
passed the following resolution: ‘‘ The Board being of opinion that it is on 
many grounds inexpedient for clerks employed by the bank to contract mar- 
riages on insufficient means, Resolved, As a general rule, but subject to any 
exceptional circumstances which may induce the Board to dispense with such 
rule, that in future if any member of the staff whose income is less than 
£150 a year shall marry, he shall be disqualified from continuing in the 
bank’s service, and will accordingly be required to retire from it.” 
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PROTECTING COIN FROM WEAR.—The Financial Reformer says that Mr. 
Childers is seriously considering the adoption of a patent, intended to pro- 
tect gold coin from wear. It consists of a ring of steel or hard metal, 
which is put on the coin hot, and then contracts round it while cooling. If 
the calculation be correct, that the current life of coin would be doubled 
by the adoption of this device, it is evident that it ought to be tried, for, 
at present, the annual loss on our gold coinage by detrition is about £ 56,000. 
—London Truth. 


Cost OF STATE RAILROADS.—Government railway ownership in France, 
just now, is put to a severe test in view of the general falling off of re- 
ceipts, and it looks as if the taxpayers would have to make up the deficiency. 
The Budget Committee’s report estimates the guaranteed dividends to be 
made up for the several lines by the State next year at 39,000,000 francs. 
The Northern Railway, in fact, is the only one which is expected to yield a 
full dividend without drawing on the public exchequer. The companies have 
to repay these sums in the event of the profit of the future years being in 
excess of the guaranteed dividend; and it should be stated that on the ex- 
piration of the concession the railway becomes the property of the State. 
But in that case the ‘‘ property,” we suspect would be, in many cases, an 
elephant on its hands. 


If Is NOT A FRAUD TO FAIL TO PAY A PosT-DATED CHECK.—In the 
court, Philadelphia, on December 6th, Judge Arnold refused a re-argument 
. in the case of Cluff v. the firm of Gunniss, Barritt & Co. The pro- 
ceeding was an attachment under the act of 1869, and the court having 
dissolved it, the plaintiff petitioned for a re-argument. ‘The facts were that 
on October 31st, 1884, Gunniss, Barritt & Co. gave to the plaintiff a check 
for $518.80, on the Spring Garden Bank, to pay for goods sold and de- 
livered some months before. ‘The defendants had not the money in bank at 
the time, and so informed the plaintiff. The check was consequently made 
payable on the tenth of November. When the plaintiff presented the check 
at the bank on the latter date there were no funds to pay it. The plain- 
tiff, therefore, brought suit, contending that the neglect to provide for the 
payment of the check on the day it became payable, when the defendants 
had provided for the payment of other checks, showed that they did not 
intend to pay the check and was a fraud. The judge does not think so. 
He says that there was no misrepresentation of an existing fact. ‘Ihe de- 
fendants did not represent that they had the money in bank, but, on the 
contrary, they told the plaintiff they had not the money on deposit to meet 
the check. It was, says the judge, merely a ‘‘ promise to pay” the check 
in the future. ‘* The distinction between a representation of existing facts 
and a promise to perform some act in the future is vital and must not be 
overlooked. ‘The one, if untrue, is a false pretence; the other, if broken, 
is a breach of contract.” The judge adds that the plaintiff did not part 
with his property in exchange for the check, but had sold and delivered 
his goods to the defendants many months before the check was given. 


THE latest enterprise discussed in Europe is a railway route from London 
to Bombay. ‘The idea emanates from a number of English and French en- 
gineers acting in concert, and even the smallest d.tails are said to have been 
carefully worked out. ‘The whole of the journey will be accomplished by 
train, save the passage of the Channel and the crossing of the Straits of 
Gibraltar. From Tangier the railway would run across Morocco and make a 
junction with the Algerian lines. afterward continuing by Tunis and Tripoli 
to Cairo. ‘hence the line would continue along the Euphrates Valley and 
the shores of the Persian Gulf to Kurrachee, the extreme westerly point of 
the Indian railway system. It is not surprising to hear that the cost of the 
undertaking would be ten millions sterling. Quick trains, three of which 
would be run weekly each way, would cover the distance between London 
and Bombay in nine days, while slower trains starting daily would take a 


day or two longer. 
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State. Place and Capital. Bank or Banker. Cashier and N. Y. Correspondent. 
Ams... TROWOB.. 2.000 D. Henderson... 2... «+. J. & W. Seligman & Co. 
CoL.... Buena Vista.... Lincoln, Hockaday & Co. Third National Bank. 
" « SE scan dives Denver National Bank.... National Bank of Republic. 
$ 250,000 Jos. A. Hatcher, Pr, A. A. Denman, Cas. 
er Ee Montgomery, McLauren & Co. Imp. & Traders’ Nat’] B’k. 
IDAHO.. Eagle Rock.... Bank of Eagle Rock...... Chemical National Bank. 
M. C. Senter, Cas. 
ee Chlenee..... «20 eee ee 
$ 1,000,000 W. C. D. Grannis, Pr J. J. P. Odell, Cas. 
” — see Galena National Bank.. 6o0s eee ones 
$100,000 Rob’t H. McClellan, conn nanecn 
IND..... LaFayette...... Fowler National Bank.... = = ....eeeeeeee 
$ 100,000 Moses Fowler, Pr. B. Brockenbrough, Cas. 
u . Poseyville...... V. P. Bozeman & Co..... (eeheewneine 
Iowa. . Boone......... National Bankof Boone... —__...._ 2... eee 
$ 50,000 Sam’1 L. Moore, Pr. Jas. Hazlett, Cas. 
KAN.... Cherryvale..... First National Bank...... Bank of North America 
$ 50, . T. Ewing, Pr. Chas, A. Mitchell, Cas. 
” . Baldwin =... . Baldwin City Bank.. . National Shoe & Leather Bank. 
John A. DeValley, ‘Pr. G. G. Wharton, Cas. 
A Lamberts Bank.......... Gilman, Son & Co. 
MAINE.. Augusta....... Augusta National Bank... © wane eeeeeees 
$ 100,000 Sam’l Titcomb, Pr. S. B. Glazier, Cas. 
SEOOTE, co Hise cncs veces Lee Bros. & Co.......... Imp. & Traders’ National Bank. 
M . Imlay City..... Imlay City Exch. Bank... (J.C. Lamb & Sons). Importers 
& Traders’ National Bank. 
w .. Morrice........ Bank of Morrice.......... Ninth National Bank. 
M 5 National Bank of Sturgis. Chase National Bank. 
$65,000 Nelson I. Packard, Pr. John J. Beck, Cas. 
" . Vicksburgh.... Exchange Bank.......... Chase National Bank. 
S. J. Wing, Pr. E. L. Page, Cas. 
MINN... Granite Falls... Yellow Medicine Bank.. Chase National Bank. 
F, H. Wellcome, Pr. F, W. Pearsall, Cas. 
BOs cee Union Star..... 5 2 errr Bank of America, 
MonrT .. Miles City...... Stock Growers’ Nat’l B’k. Kountze Bros. 
$ 100,000 W. R. Stebbins, 7?r. F. E. Hammond, Cas. 
NEB.... Greenwood... ee sane Valley Bamk... «= = = = cecc-cvce eee 
W. Quackenbush, Pr. Edwin Jeary, Cas. 
» .. Hampton...... me ti & Merchants’ B’k.. | ence cecceeee 
u a age Bank of Rule... ..2.-cece First National Bank. 
B. F. Cunningham, Cas. 
Pree Marcy, Geer & McCarn... Chemical National Bank. 
N. Y.... Brookfield...... Thos, A. Crandall........ Ninth National Bank. 
# .. Sherman....... Bank of wo beeneens Ninth National Bank. 
A. Calhoun, Pr. W. F. Smallwood, Cas. 
Oso... Becyrus... Second National Bank,. Ninth National Bank. 
$ 50,000 G. W. Hull, Pr. J. C. F. Hull, Cas 
w .. Manchester..... Farmers’ Bank........... Ninth National Bank. 
u . Richwood...... oS ere Chase National Bank, 





( Monthly List, continued from December No., page 473.) 


W. H. Conkright, Pr. H. E. Conkright, Cas. 


. Freeport....... Freeport Bank........... National Shoe & Leather Bank. 
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Place and Capitai. 
. Beaver Dam... First National Bank 
$ 50,000 J. J. Williams 
. Platteville G. W. Eastman 
.. Shullsburg 
$ 50,000 Jos. Copeland 
First National Bank 
John W. Collins 


Bank or Banker. 


Merchants’ Union Bank... 


{ January, 


N. Y. Correspondent and Cashier 
National Park Bank 
, Pr. J. H. Barrett, Cas, 
Gilman, Son & Co. 
Gilman, Son & Co, 
, Pr. John H. Savage, Cas. 
National Park Bank. 
, Pr. C. M. White, Cas. 
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CHANGES 
(Monthly List, continued from December No. page 472). 


Bank and Place 


. First Nat’] Bank, Los Angeles. 
. City National Bank, Denver... 
. James River N. B., Jamestown. 


. Nat’] Bank of Smyrna 


Nat’l Bank of El Paso 
. First National Bank, 


Hoopeston. 


. First N. B., Rock Island 


. Second N. B., New Albany.... 


. First Nat’l Bank, Fairfield 


. National Bank of Lawrence.... 
- Messalonskee N. B., Oakland... 
. Merchants’ N. B., Charlotte.... 


. First National Bank, 


Corunna. 


First National Bank, 


St. Louis. 
Merchants’ N. B., Crookston... 


Laclede Bank, St. Louis 


Elected, in place of 


J. M. Elliott, Cas 


P. C. Conroy, Ass’¢t Cas. A. A. Denman. 
G. R. Topliff, Pr 

W. H. Janney, Cas 

Frank B. Stitt, Cas S. T. Rogers. 
E. C. Griffith, Cas Jas. McFerren. 
Chas. B. Huey, 4. C.... E. C. Griffith. 
Geo. M. Loosley, Cas.... Jas. M. Buford. 
J. P. Leyden, V. Pr M. A. Weir. 

B. S. McElhinny, V. Pr.. S. M. Bickford. 
W. Hadley, V. Pr 
J. E. Harris, Cas 
E. T, Church, Pr P. S. Spaulding. 
Wm. McKellops. Pr R. Haviland. 
W. D. Garrison, VY. Pr.. Wm. McKellops. 
John A. Elwell, Py...... 

Hy. L. Holcomb, V. Pr. 

H. B. Montgomery, V. ?. 

Wm. McMillan, Pr John D. Perry. 
D. R. Francis, V. Pr.... Wm. McMillan. 


G. H. Bryant. 


W. G. Putnam, Cas W. E. Mitchell. 


Chas. C. Baldwin, Pr... T. P. Handy. 
X. C. Steward, Cas D. C. Mozier.* 
Rob’t Lytle, Cas......... J. S. Anthony. 
Jas. McMillen, Pr D. J. Morrell. 
C. T. Frazer, V. Pr 


Geo. B. Calder, Pr 
Jas. B. Arnold, ?r 


H. C. Squire, Cas 
J. M. Malone, V. Pr 
E. M. Longcope, 4. C... 


. First National Bank, j Alex. Wilson, V. Pr 
Mineral Point. { Frank E. Hanscom, 4.C. 


* Deceased, 


. First Nat’l B’k, Middleburgh... 

Mercantile Nat’! B’k, Cleveland. 

.. Morrow Co. N. B., Mt. Gilead. 
. Second Nat’l Bank, Xenia 


. First National Bank, 
Johnstown, | 

. Weybosset N. B., Providence. . 

. State Bank, Providence 

. First Nat’l B’k, Chattanooga.. 


. First National Bank, j 
Lampasas. / 


Geo. A. Seagrave.* 
Utley. 


H. Clay Evans. 





> <> 


SoME CURIOUS AND RARE Coins have been secured for the Central Mu- 
seum of the Madras Government. One of the most remarkable additions is 
a specimen of the ‘‘ hook money” of Ceylon, which consists of silver wire 
first doubled and then bent into the shape of a fishhook, and stamped at the 
upper end of the shank, which is slightly flattened. 
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CHANGES, DISSOLUTIONS, ETC. 


ek, errr Opdyke & Co.; suspended December 8. 
u o . sinegmennns Chase, Seligsberg & Co.; now Chase & Seligsberg. 

ALA.... Columbia...... John T. Davis; now John T. Davis & Son. 

COL.... Crested Butte.. B’k of Crested Butte (Gill, Thompson & Co.); now Carlisle, 
Thompson & Co., proprietors. 

Conn... Hartford....... Putnam & Earl; closed business. 

Dak.... Grand Forks... First Nat’l Bank ; went into voluntary liquidation Dec. 2. 

er i ae J. B. Perry; now J. R. Mercer & Co. 

IDAHO.. Eagle City..... Eagle City Bank; discontinued. Moved to Murray, and now 
Bank of Murray. 

) Bushnell....... Farmers’ National Bank ; failed December 2. 

ee Avon Exchange Bank (O. J. Beam); assigned Dec. 12. 

” j Ses eee Tonica Exch. B’k (M. C. Little); now E. E. Hamer, prop. 
BP cece BAMOTB vccccces Laporte Savings Bank; assigned to S. Easton, Dec. 24. 
SOAs os Aes coc s cece Albia Nat’] Bank; went into voluntary liquidation Dec. 16. 

Soa Sse wedoees Citizens’ Savings Bank; now Citzens’ Bank. 

" > eee Stults & Bike; now S. F. Stults & Co. 

KAN.... Cherryvale..... Exchange Bank; now First National Bank. 

w .. Minneapolis.... J. P. Cummins & Co.; assigned to Chas, Fairfield, Dec. 17. 

“ o GRR. « csc cons Amos E, Landon; failed. : 

MAINE.. Augusta........ Freeman’s Nat’! Bank; now Augusta National Bank. 
MICH... Fremont....... Webber, Hewit & Co.; now S. W. Webber & Co. 

@ «+ POBIRRE..cccce L. Webber & Son; now John A. Webber. 

«  ,, Sturgis......... First National Bank; now Nat’! Bank of Sturgis. 

Miss,... Scranton....... Scranton Bank ; suspended December 22. P 

Mo..... Maryville....... Farmers’ Bank; succeeded by First National Rank. 

MONT .. Miles City...... Stebbins, Mund & Co.; now Stock Growers’ Nat’l Bank. 

NEB.... Bellwood....... Northwestern Banking Co.; closed. 

N. J.... Freehold....... Freehold National Banking. Co.; went into voluntary liqui- 
dation December 12. 

N. Y.... De Ruyter... .. B’k of De Ruyter (E. B. Parsons & Co.) ; assigned Dec. 5. 

« .. Mount Vernon.. East Chester Savgs. B’k; will close about Feb, 15, 1885. 

w .. Middletown.... Middletown National Bank; failed November 28. 

» .. Schenectady.... City Bank ; suspended December 15. 

" . Schenevus...... P, H. Mitchell & Co.; suspended December 9. 

u . Syracuse....... Wilkinson & Co.; assigned December 12. 

7 See Genesee Co. National Bank ; now Genesee Co, Bank. 
OHIO... Bucyrus........ Crawford Co. Bank; now Second National Bank. 

u . ee Raymer, Seagrave & Co.; assigned to E. H. Rhodes, Dec. 5. 
i el A. P. Wooldridge ; now City National Bank. _ 

u p Gi cescs cans J. R. Fleming & Co.; now Cisco Land & Collection Agency. 
Wis.... Beaver Dam.... Nat’l B’k of Beaver Dam ; succeeded by First Nat’! Bank. 


WYo.... 
CANADA 


(Monthly List, continued from December No., page 474.) 


Buffalo........ Stebbins, Conrad & Co.; now First National Bank. 
Ridgetown. .... J. Whyte & Co.; now Whyte, Somerville & McDonald. 
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OFFICIAL BULLETIN OF NEW NATIONAL BANKS. 


(Continued from December No., page 471.) 


Name and Place. Fresident, Cashier. Capital. 
Denver National Bank Jos. A. Thatcher, © 
Denver, COL. A. A. Denman, $250,000 
First National Bank John J. Williams, 
Beaver Dam, WIS. J. H. Barrett, 50,0co 
Augusta National Bank Sam’1 Titcomb, 
Augusta, ME. S. B. Glazier, 100,000 
Mercantile Nationa] Bank T. P. Handy, 
| Cleveland, OHIO. Chas. L. Murfey, 1,000,000 
National Bank of Boone Sam’l W. Moore, 
Boone, Iowa. Jas. Hazlett, 50,000 
Second National Bank G. W. Hull, 
Bucyrus, OHIO. J.C. F. Hull, — 50,000 
Stock Growers’ National Bank.. W. R. Stebbins, 
Miles City, MONT. F. E. Hammond, 100,000 
National Bank of Sturgis Nelson I. Packard, 
Sturgis, MICH. John J. Beck, 65,000 
First National Bank C. T. Ewing, 
Cherryvale, KAN. Chas. A. Mitchell, 50,000 
Union National Bank W. C. D. Grannis, 
Chicago, ILL. J. J. P. Odell, 1,0c0,000 
Galena National Bank Rob’t H. McClellan, 
Galena, ILL. 100,0CO 


Fowler National Bank Moses Fowler, 
LaFayette, IND. B. Brockenbrough, 100,000 


LIABILITY OF TRUSTEE WHEN BANK FAILs.—The question of the liability 
of a trustee for the loss of funds deposited by him in a _ bank in conse- 
quence of the failure of the bank, was recently decided in the case of /Vor- 
wood, administrator, v. Harness, et al., by the Supreme Court of Indiana. 
The court held that a trustee is not liable merely because, instead of under- 
taking to keep the trust money safely in his own house, he deposits it in a 
private bank which fails, nor because the bank is weak, unless that fact was 
known to the trustee, or might have been known by the exercise of ordi- 
nary prudence and diligence. The question in all such cases, said the court, 
is: Was the trustee reasonably prudent or diligent in making or continuing 
the deposit? If so, he will not be liable, although the bank was and had 
been insolvent. Such insolvency will not affect him unless he knew it, or 
unless it was generally known, or unless there were general rumors injuri- 
ously affecting the credit of the bank, which were known to the trustee, or 
might have been known by reasonable diligence. In- this case the appellant 
was held liable for the loss of funds deposited by him in the Indiana Bank- 
ing Company, it having been shown that the company had been insolvent for 
five years before its failure, and that it had the reputation of being an un- 
safe bank, facts which the administrator could have found out by reasonable 
diligence. 
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THE BANKER’S MAGAZINE. [ January, 


NOTES ON THE MONEY MARKET. 


A FINANCIAL AND COMMERCIAL REVIEW. 


As the business of October was paralyzed by the exciting campaign, so was 
that of November by the after-election excitement. But December has been 
a more hopeless paralytic than either, from a complication of financial and 
commercial disorders, which have confined business to its bed. Croakers 
have been out in full force during the past month, and they have had a 
perfect carnival of it, until business men, who do not stop to consider the 
situation, have become as badly scared as a timid boy passing a frog pond 
after dark. This is all there has been to intensify the depression, except the 
increased dullness incident to the closing of the year. Hence, all the loss 
of confidence and gloomy forebodings of worse times another year have re- 
sulted from this dyspeptic condition of trade. We have most, if not all, of 
the elements of recovery and prosperity which would send the blood of com- 
merce through the veins of the body commercial, with new life and warmth, 
if we could only digest these elements and get them into circulation. Any- 
thing that will raise our spirits and confidence will restore our commer- 
cial digestion and send nourishment and revive trade. This is the true 
diagnosis of our commercial disease. The body is sound and its organs all 
right, if they can only be once set in motion. Prices have reached—for 
nearly every staple of commerce, besides meats and coal—a lower level than 
in 1877. Rents, real estate, coal and meats are higher, and will all go 
lower, unless outside causes come in to stop their falling, to a level with 
breadstuffs, produce, and manufactured goods. But further liquidation of 
these interests would not drag down and depress others. On the other hand, 
nothing would stimulate iron and other manufactures so much as cheaper coal. 
Next to that a reduced cost of living would compensate labor for reduced 
wages, and give it greater purchasing power. This, in turn, would increase 
demand for manufactured goods, which could be made at a profit at the re- 
duced prices ruling, while they cannot now. Nothing, therefore, but re- 
newed financial depression can prevent a commercial and industrial recovery 
or delay it long after the new year is fairly on its way. 

As to the financial situation, it cannot be denied that it is not so sound 
or healthy as the commercial. The railroads on which our finances so largely 
depend, because so much money is invested in them, are not yet out of the 
woods. Indeed, some of them are in the dismal swamp of bankruptcy, and 
more are going there than are coming out. The best roads and their stocks 
and bonds are all right. But the number of that kind is getting smaller, 
because several of those formerly considered the best investment stocks are 
passing into the list of non-dividend payers. The competition among the great 
trunk lines, and the light traffic have rendered most of the Vanderbilt system 
unable to earn dividends, and so they have been passed on all but the Central 
and Harlem roads. The other trunk lines have been compelled to reduce their 


dividends and expenses largely. 
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The coal roads, however, are in worse condition, as darker times for them 
are ahead, while the trunk lines have, no doubt, seen their worst, unless we 
should get poor crops in 1885. The reduction in production of cual, agreed 
upon by the adoption of their allotment plan, must reduce their tonnage, 
and hence their. earnings, still lower than for 1884, when they averaged 30c. 
per ton less for their season’s output than in 1883. This involved a 
loss of about $10,000,000 of their earnings, and takes most of them 
off the list of dividend earners,’ although the better ones were able to pay 
them out of the surplus from the past two years. A further reduction in 
output, or lower prices that shall stimulate consumption, is, therefore, inevit- 
able. In either case their earnings must be still further reduced. Not only 
this, but their policy of keeping up the price of anthracite coal above what 
manufacturers could pay, has resulted in the substitution of bituminous coal 
very largely in iron and other manufactures, and among transportation com- 
panies. The Granger roads are threatened with more hostile legislation on 
account of the low price of farmers’ products, which they think the railroads 
should share by lowering their freight rates in proportion. How far these 
threats will be carried out is a question, but the menace has caused pretty 
heavy selling of these stocks by Western holders, followed by those in the 
East in anticipation. The Pacific, or land-grant, and subsidy roads are 
likely to be overhauled by the next Congress for violations of their con- 
tracts with the Government, and insiders have been steady sellers of them 
since the election made certain a change in the Government-directors. The 
Inter-State Commerce Bill now before Congress, although not enough feared to 
be opposed by the railroads themselves, has had the effect on stockholders 
to scare them, regarding its purpose as hostile to the roads, and its effects, 
if becoming a law, injurious. All these adverse influences are still at work 
against railroad securities, and are likely to affect them until the improvement 
in commercial and industrial affairs shall produce increased railroad earnings, 
when confidence and speculation will return again to stocks, and they will 
be boomed in utter forgetfulness of the present troubles. Yet with all these 
adverse influences on finances, there is no prospect of financial stringency, 
for so long as times are dull, money will be too plentiful to make the market 
tight. Failures, which still continue on a large and increased scale, will 
not be likely to produce anything like a panicky feeling in financial or bank 
circles, for the double reason that most of these failures are from old causes 
which present dull trade makes it impossible longer to conceal, and the 
strengthening by the banks of their position since last May and June. 
Hence the money market is likely to play as unimportant a part in busi- 
ness for three months to come as it has played for five months past. 
Bonds of Government for States or railroads, if beyond question, have been 
im more active demand of late, and have been firm, while stocks have gone 
down badly, led by the coal and Vanderbilt shares, as people who held the 
latter for investments sold them and put their money in bonds for greater 
safety. A little gold has been imported, and foreign exchange has reflected 
our light import movement of gold and merchandise on the one hand, and 
moderate export movément of produce on the other. 

The industrial condition of the country has changed considerably within the 
-month, many iron works in the Middle and Western States stopping, while 














































AS ee ee eet 


So Saas oz rst 
SS a0. Se ae SRS 2 Te oer 


= Rast = Saez: 





558 THE BANKER’S MAGAZINE. [ January, 
as many others have started up. But reduced wages have been the rule, 
and generally they have been accepted without strikes. As a result there are 
more people employed than a month ago, although at lower wages, and the 
aggregate earnings are probably more, with less distress. The Great Hocking 
Valley strike has ended in the defeat of the men, no matter what may be the 
justice of their cause. The shoe strike in Philadelphia ended in a compro- 
mise, and the carpet troubles are likely to end in the same manner. This 
policy is likely to be followed by workmen all through the country, and the 
result will be to set more and more industries in motion and employ more 


and more men. All this will help bring about better times, and are good 


signs. 
The produce markets have suffered from the usual lack of export demand 


at this season, and, excepting cotton, which was bulled early in the month on 
reduced crop estimates, and manipulations in New York of the near months 
to sell the late ones, the tendency was downward until the last half of the 
month, when wheat led the upward reaction on investment and speculative 
demand until it advanced 8 cents, followed by the balance of the list. This 
is the first turn in these markets on their merits of this crop, and the long- 
suffering bulls are taking heart again. As wheat was the first article to 
liquidate and went lower than in the recorded history of the trade it is to 
be expected it should recover first and most sharply. There is no doubt 


it went too low. This may avert the expected further decline in corn and 


provisions, and speculation may revive and sustain both. A good export is ex- 


pected after New Year, and that would still further sustain prices of these 
staples. 

The enormous receipts of wheat from the North-west continued beyond all 
precedent until the last week of the month, and fully thirty days longer than 
expected or usual. This caused the fear that the crop was even larger than 
estimated, and many of those who had been ‘‘ averaging down” their pur- 
chases of wheat from $1.00 in New York and So cents in Chicago in an- 
ticipation of an advance so soon as the receipts should fall off, became dis- 
gusted and ‘‘threw over” their load just in time to see the long looked 
for reaction for which they were unprepared. ‘The reaction has been sharper 
than actual demand and supply warranted as yet, although the prospective 
outcome of this crop year warrants a still greater advance before another crop can 
be made available. This fall’s seceding is estimated 25 per cent. below last 
year, and the same will no doubt be true the world over. Beside there is 
not as much wheat in the world to-day as there was a year ago. 

The corn crop has fulfilled its greatest promise, as it has been secured in 
fine condition, so that both quality and quantity are the best ever known. 
Whether these have been already discounted in the late decline is a question 
that can scarcely be answered until the movement, and stocks have reached 
their maximum. It is a maxim in the grain markets that a ‘‘stump tail” 
crop always drags down the good until the poor is used up. If the reverse 
holds true, then a crop of exceptionally good quality should bring above an 
average price, other things being equal. The prevailing sentiment is favor- 
able to about the present prices, as well as for provisions, as hogs are not 
thought likely to go much below 4c. in Chicago. There has been a genuine 
Bul! market for cotton but it was wholly in the hands of the large operators on 
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the Cotton Exchange. The public has taken no hand in it. The advance, 
however, was pushed rather too far on its merits, and the price is regarded 
as high enough. Coffee has also been bulled on predicted light crop, yet receipts 
at Rio, like those of cotton at the South, indicate larger crops than the bul 
estimates. Iron has dragged and changes have been toward a lower level. 
Petroleum has been dull and steady for the most part, as this is the season 
of maximum consumption and minimum production. Production, however 
has been kept up by new wells. But the public are out of oil and specula- 
tion is dull. More ocean tonnage is bound this way and lower freights are 
likely to’ stimulate exports next month. The dairy product markets have 
been heavy under another surplus held back by producers for higher prices 
in the fall, repeating the experiment of two years ago, when they held till 
spring and had to take the price of substitutes in order to get rid of their 
butter. Cheese is in better shape because stocks are not so large. 

The general outlook for January is, therefore, more hopeful all around, 
though not bright. But there is no doubt we have seen the worst, and any 
change now will be for the better, except in those interests noted above which 
have not fully liquidated as yet. The bulk of the surplus of the great crops 
of 1884 has not yet gone into export, and as that demand usually revives after 
the New Year, the railroads will no doubt soon show increased earnings 
which will help financial as well as the commercial offices. 


The reports of the New York Clearing-houses: returns compare as follows: 


1884. Loans. Specte. Legal Tenders. Deposits. Circulation. Surplus. 
Dec. 6... $ 288,044,800 . $86,494,600. $38,270,400 . $ 329,870,400 . $11,587,200 . $42,297,450 
€ 13... 290,225,900. 86,042,600 . 38,948,400 . 330,954,000... 11,642,600 * 42,252,500 
*€ 20... 294,342,400. 86852,200 . 37,695,200 . 335,443,100 . 11,986,300 © 40,686,625 
“  27.++ 295,874,200 . 88,170,500 . 36,592,300 . 335,272,100 . 11,618,600 . 40,944,775 


The Boston bank statement is as follows: 


1884. Loans. Specie. Legal Tenders. Deposits. Circulation. 
BOE. BWeescces $ 143,352,600 .... $7,326,800 .... $7,163,300 .... $98,711,900 .... $ 23,137,800 
Dec. 6....s6+ 144,453,200 .... 7,436,000 .... 6,841,400 ..+. 99,889,200 .... 23,020,800 

a Tree 144,985,900 ..++ 7,547,800 .... 6,055,400 .+. 101,083,600 .... 23,666,400 

6 20..e000 145,140,000 .46+ 75425,900 «..++ 6,017,400 .... 99,077,000 .... 23,098,900 

S$ 27 seeecee  145)421y200 .... 7,599,200 .... 6,174,900 eee 99,008,700 .... 23,114,400 

The Clearing-house exhibit of the Philadelphia banks is as annexed : 

1884, Loans. Reserves. Deposits. Circulation. 
. -Bicccocte $ 73,004,417 sees $23,363,299 weee $70,562,385 sees $$ 7,902,593 

* . Ciecsece ¢* 7 3203,638 sees  239339,942 esate 70,910,190 ones 7,377,257 

“f — BO.cccccce 93,238,298 sees 23,475,360 weee —- 70,858,973 ease 7,892,314 

” Misend e+e 72,853,958 coe 29688,833 wees 70,449,816 cece 7,852,255 


Our usual quotations for stocks and bonds will be found elsewhere. The 
rates for money have been as follows: 


QUOTATIONS : Dec. 1. Dec. 8. Dec. 15. Dec, 22. Dec. 29. 
Discounts......ccc0.... S@5% - §@5% - § @5% .. 5 @5% --5 @5% 
| nee 2 @% ‘is % .. % a 1% 


Treasury balances, coin. $125,439,490 . $125,561,383 . $125,602,053 . $124,202,507 .$124,565,123 
Do. do. cur. $10,236,248 . $11,370,272 . $12,928,379 . $14,767,721 . $16,061,728 











560 THE BANKER’S MAGAZINE. [ January. 


Sterling exchange has ranged during December at from 11.84@4.85% for 
bankers’ sight, and 4.80@4.813{ for 60 days. Paris—Francs, 5221%4@521% 
for sight, and 525@s524% for 60 days. The closing rates of the month 
were as follows: Bankers’ sterling, 60 days, 4804%@4803 ; bankers’ ster- 
ling, sight, 4844%@484%. Cable transfers, 484144@485. Paris—Bankers’, 60 
days, 525@5243%; sight, 522144@521%. Antwerp—Commercial, 60 days, 528% 
@527'%%. Reichmarks (4)—bankers’ 60 days, 943%@94%; sight, 95@95%. 
Guilders—bankers’, 60 days, 39/%@40; sight, 40%@4oX. 


DEATHS. 


DICKINSON.—On December 2, aged fifty-one years, M. H. DICKINSON, 
Cashier of the Deposit Bank, Glasgow, Ky. 


FuRMAN.—On December 11, JOHN M. FURMAN, aged seventy-one years, for- 
merly Vice-President of the Fourth National Bank of New York, and President 
of the Manufacturers National Bank of Brooklyn, N. Y. 

HOLBERT.—On November 30, aged forty-seven years, GEORGE S. HOLBERT, 
Cashier of the Oxford Savings Bank, Oxford, Mich. 

JAcquEs.—On December 17, aged fifty-six years, FRANCIS JACQUES, Presi- 
dent of the National Webster Bank, Boston, Mass. 

LINCOLN..—On December 16, aged fifty-five years, in New York City, 
CHARLES G. LINCOLN, formerly Cashier of the First National Bank of Ben- 
nington, Vt. 


® 
MorRIisON.—On December 28, aged eighty-three years, EZEKIEL MORRISON, 
President of the First National Bank of Laporte, Ind. 


RoGers.—On November 10, aged forty-four years, SAMUEL T. ROGERS, 
Cashier of the National Bank of El Paso, IIl. 

SHERMAN.—On December 4, aged eighty-three years, AUGUSTUS SHERMAN, 
President of the First National Bank of Glens Falls, N. Y. 

STANDISH.—On December 12, aged sixty-seven years, JOHN D. STANDISH, 
President of the Market Bank, Detroit, Mich. 

STANLEY.—On December 2, aged fifty-five years, CLINTON W. STANLEY, 
President of the City National Bank of Manchester, N. H. 

STUDWELL.—On December 12, aged seventy-one years, JOHN J. STUD- 
WELL, President of the National City Bank of Brooklyn, N. Y. 








